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Preface 


If you must negotiate deals, resolve disputes, or make decisions in 
multicultural environments, this book is for you. If you have had 
formal training in negotiations but no training in culture, the book 
will extend your negotiating skills and knowledge across cultural 
boundaries. Be prepared to discover that old, familiar negotiation 
concepts, such as power and interests, take on somewhat different 
meaning in different cultures. If you have had no formal training in 
negotiations, the book will introduce you to all the fundamental 
concepts in negotiation and explain how the concepts apply in dif- 
ferent cultural settings. 

Although the book emphasizes negotiations in a multicultural 
business environment, its advice is relevant not just to managers 
and management students who expect to be negotiating across cul- 
tural boundaries but also to lawyers and law students, and to gov- 
ernment officials and students of public policy who are concerned 
with economic development in a global environment. Global ne- 
gotiations occur in multiple legal, political, social, and economic 
environments. International agencies and national and local gov- 
ernment officials are frequently at the table in negotiations that 
cross cultural boundaries. 

Negotiating Globally focuses on national culture, because nation- 
state boundaries are both geographical and ideological. The ideol- 
ogy or theory underlying a nation’s social, economic, legal, and 
political institutions affects the way people interact. When nego- 
tiators are from the same culture, ideology is the backdrop against 
which deals and decisions are made and disputes are resolved. 


xi 
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When negotiators are from different cultures, each may rely on dif- 
ferent assumptions about social interaction, economic interests, 
legal requirements, and political realities. 

In today’s global environment, negotiators who understand cul- 
tural differences and negotiation fundamentals have a decided ad- 
vantage at the bargaining table. This book explains how culture 
affects negotiators’ assumptions about when and how to negotiate, 
their interests and priorities, and their strategies: the way they go 
about negotiating. It explains how confrontation, motivation, in- 
fluence, and information strategies shift due to culture. It provides 
strategic advice for negotiators whose deals, disputes, and decisions 
cross cultural boundaries. 


Researching Multicultural Factors 


Until recently, most of the knowledge about how to negotiate deals, 
resolve disputes, and make decisions in teams came from U.S. re- 
searchers studying U.S. negotiators negotiating with other U.S. ne- 
gotiators. The evidence is overwhelming that U.S. negotiators 
leave money on the table when they negotiate deals, escalate dis- 
putes to the point where costs outweigh gains, make suboptimal 
decisions in teams, and allow their emotions to interfere with out- 
comes.' Their outcomes also often fall short of the outcomes they 
could have obtained if they had integrated their interests fully with 
those of the people across the table. 

Armed with knowledge about this gap and what can be done 
about it, my colleagues at the Kellogg School of Management at 
Northwestern University and I have worked with thousands of stu- 
dents, managers, and executives who wanted to improve their ne- 
gotiation skills. In the early 1990s our student population and their 
interests started to shift. Managers from all over the world began to 
come to our executive programs. We were invited to teach negoti- 
ation in Europe, Latin America, and Asia. Kelloge’s students be- 
came decidedly international. We could not avoid dealing with the 
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question of whether what we were teaching applied across cultures. 
Was the same gap present in other cultures, or was it exclusively a 
U.S. problem? Would the same skills close the gap in other cultures? 
What about negotiating across cultures? What adjustments needed 
to be made to take what we knew about negotiations effectively 
across cultures? 

These questions motivated the research that underlies this 
book. The task was to determine how culture affects negotiation 
processes and outcomes in the settings of deal making, dispute res- 
olution, and multicultural team decision making. Since 1992, I 
have traveled widely and worked with scholars around the world, 
studying how managers negotiate in different cultures and also how 
they negotiate across cultures. We have talked with managers from 
many different cultures about their strategies, collected their stories, 
and shared some of our own. But we have also systematically col- 
lected data on their strategies, processes, and outcomes, using the 
same methods that we have used with U.S. managers. These data 
provide a strong foundation for the insights in the book, its illus- 
trations of cultural differences in negotiation, and the strategies it 
recommends. 

The book is not about how to negotiate in Israel, Russia, 
Japan, Brazil, Thailand, Spain, India, France, Germany, Sweden, or 
China—all countries where managers and management students 
have helped us understand culture and negotiation and where we 
have done research. Instead, the book focuses on what we know 
theoretically and empirically about negotiation and how negotia- 
tion strategy needs to be modified and expanded to take cultural dif- 
ferences into account. Rather than advice about how to act when 
in Rome negotiating with a Roman, the book provides practical ad- 
vice about how to manage cultural differences when they appear at 
the bargaining table. The book challenges negotiators to expand 
their repertoire of negotiation strategies, so that they are prepared 
to negotiate deals, resolve disputes, and make decisions regardless 
of the culture in which they find themselves. 
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The Plan of the Book 


If you are already an experienced negotiator, having closed deals, 
resolved disputes, and even taken a negotiation course or workshop, 
the basics in Chapter One should be familiar. Chapter One de- 
scribes the different venues for negotiation: deal making, dispute 
resolution, and multicultural team decision making—and intro- 
duces fundamentals of negotiation strategy. It describes how to de- 
velop a negotiation planning document and how to execute a plan 
with respect to choices regarding confrontation and integrative ver- 
sus distributive strategy. 

Chapter Two introduces culture and provides a model explaining 
how culture affects negotiators’ interests, priorities, and strategies. 

Chapter Three provides criteria for distinguishing good deals 
from poor ones. It explains distributive and integrative negotiations. 
Understanding these two types of negotiation will significantly im- 
prove your deal making, so Chapter Three offers a concrete analy- 
sis of a negotiation with integrative potential. The main ideas in 
the chapter are illustrated with data from Israeli, Chinese, German, 
Japanese, Brazilian, Indian, and U.S. negotiators. You will notice 
that negotiators all over the world leave about the same amount of 
money on the table when negotiating deals: outcomes are quite 
similar across cultures. However, the strategies negotiators use to 
make deals are cultural and distinct. 

How culture affects negotiation strategy is the main theme of 
Chapter Four. You may already know about integrative negotia- 
tions, but do you know how to get the information you need to con- 
struct an integrative deal when the other negotiator is from a 
culture such as China’s, where negotiators may be reluctant to an- 
swer questions directly? The chapter relies heavily on our research 
to describe how negotiators around the world get and use informa- 
tion and influence in negotiation. It also reveals the effect of such 
strategies on integrative and distributive outcomes. 

Chapter Five moves from making deals to resolving disputes. 
Few books on negotiation address dealing (buying and selling) and 
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disputing (claiming and counterclaiming) separately. But in some 
cultures managers negotiate directly and aggressively when making 
deals but do not do so when trying to resolve disputes. This makes 
the strategies needed to resolve disputes across cultures not quite the 
same as those that are needed to make deals. The chapter provides 
negotiators with practical advice about how to resolve conflict via 
direct confrontation and how to use peers, bosses, and information 
indirectly to confront and resolve conflict. 

Chapter Six discusses what options negotiators have when dis- 
pute resolution negotiations breaks down. In the global environment, 
there is no culturally common or culturally neutral legal system to 
turn to when negotiations reach an impasse. The chapter discusses 
third-party conflict resolution, suggests where to find appropriate 
third parties, and gives advice on how to select them. 

Chapter Seven focuses on multicultural teamwork, using rich 
examples from the experience of many multicultural team members 
to illustrate the challenges. It discusses task and procedural and in- 
terpersonal conflict in teams, and introduces collaboration models 
to manage procedural conflict. The chapter suggests how team lead- 
ers and members can make high-quality integrative decisions and 
manage conflict. It also argues that multicultural teams cannot be 
left to their own devices to make decisions and manage conflict as 
best they can. 

Social dilemmas, the topic of Chapter Eight, are special cases of 
team decision making. Teams with members representing many dif- 
ferent nations currently are struggling with dilemmas concerning 
global resources, including forests, fisheries, air, and water. Social 
dilemmas are multiparty extensions of the famous Prisoner’s Di- 
lemma. If everyone on the team acts to maximize personal gain, 
everyone is worse off than if everyone acts to maximize collective 
gain; yet acting to maximize personal gain is always better for the 
individual team member. The chapter describes different types of 
social dilemmas and how to manage them. 

Chapter Nine returns to some of the cultural themes in Chapter 
Two, this time analyzing the role of government in global negotiations. 
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It looks at government’s interests, including power, economic de- 
velopment, security, and sometimes personal enrichment. The chap- 
ter also examines the interests of foreign investors: political and 
economic stability, dealing with corruption, keeping employees safe, 
and reducing human rights abuses. 

The final chapter addresses the question of whether Western 
negotiation strategies will soon dominate global negotiations, just 
as English dominates global communications. It also gives some 
final advice about how to adjust to the challenges of negotiating 
globally. 


New in This Edition 


The second edition of Negotiating Globally has benefited from the 
feedback I’ve received from those reading the first edition and using 
it in the classroom. Chapters One and Two have been restructured 
to introduce negotiation basics and cultural factors separately and 
in more depth. Chapter Four is all new. Readers of the first edition 
will see other new content and organization throughout, along with 
many new examples. 

Chapter Seven has much new material based on our study of 
the challenges faced by multicultural teams. It also introduces the 
new idea of collaboration models to manage cultural differences in 
team processes. Chapter Nine has new sections, one about keeping 
your employees safe and negotiating with hostage takers, the other 
about public interests and human rights. 

For this new edition, there are supplementary materials on the 
accompanying CD-ROM. The CD-ROM is organized by relevant 
chapter of the book. It contains charts and forms, additional read- 
ing, and real-world cases and problems. Information related to case 
and problem solutions is available on-line only to instructors who 
are teaching a course on negotiations. However, the CD-ROM ma- 
terials should be useful to you, the reader, whether or not you are 
enrolled in a course. You will notice CD-ROM callouts referring to 
this material throughout the book. 
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Handling Terms 


Between the language used to talk about negotiation and the lan- 
guage used to talk about culture, there are an awful lot of terms in 
this book that have specific meaning in the context of negotiation. 
Part of becoming a better negotiator is learning negotiation strate- 
gies. Unfortunately, all these strategies have names. Do not get 
annoyed by terminology. There is a glossary at the back of the 
book! The sooner you learn negotiation terminology, the sooner 
you will be able to incorporate new negotiation strategy into your 
own negotiations. 

Negotiating globally is not easy, but it can be made easier by 
paying close attention to negotiation strategy and knowing how to 
adjust your strategy when you cross cultural boundaries. 


Evanston, Illinois Jeanne M. Brett 
June 2007 


To all the negotiators who shared their experiences 
so that others could learn 
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Negotiating Globally 


Chapter One 


Negotiation Basics 


Negotiation is the process by which people with conflicting interests 
determine how they are going to allocate resources or work together 
in the future. Negotiators are interdependent, which means that 
what one wants affects what the other can have and vice versa. Be- 
cause negotiation involves conflicting interests and interdepen- 
dence it takes some skills to be an effective negotiator. One of the 
purposes of this book is to help you improve your negotiation skills. 
Another is to get you prepared to negotiate with people who do not 
share your cultural background, people who you cannot assume even 
think about the process of negotiations in the same way you do. 
To get you prepared to negotiate globally we begin with the 
basics. If you are already an experienced negotiator, having closed 
deals, resolved disputes, and even taken a negotiation course or 
workshop, the basics in this chapter should be familiar. But if you 
have never negotiated in a global environment—or have and were 
not satisfied with the result—you need the overview of culture in 
Chapter Two to get up to speed. For those with a background in in- 
ternational business, Chapter Two will not so much be new as a 
new way to organize your thinking about your experiences working 
in an international setting. Whatever your background, the first 
two chapters of the book provide all the language and conceptual 
frameworks to get you ready for learning how to negotiate in a 
global setting. By the time you get to Chapter Three, which leads 
you through the process of analyzing a cross-cultural negotiation 
and preparing a strategy, and Chapter Four, which coaches you on 
implementing that strategy, you'll be ready to negotiate globally! 


2 NEGOTIATING GLOBALLY 


Venues for Negotiation 


Negotiation is not just for making deals. People use, or should 
use, negotiation skills for resolving disputes and reaching decisions 
in teams and other multiparty environments. Let’s begin by briefly 
visiting deals and these other venues in which negotiation occurs, 
before moving on to understanding what negotiators are trying to 
accomplish, the general nature of negotiation strategy, and how 
to plan for a negotiation. 


Deals 


It’s important to distinguish between two overlapping types of deal- 
making negotiations: distributive and integrative. 


Distributive Deals. After viewing the terra cotta warriors, my 
friend and I visited the Muslim market, or souk, in Xian, China. A 
small brass incense burner caught my eye. I asked the shopkeeper 
the price, came back to him with an offer for 50 percent less, he 
came down, I came up, he didn’t move, I started to walk out, he 
came after me with a new price, and we ultimately split the differ- 
ence between my second and his third price. 

The shopkeeper and I were engaged in distributive deal making, 
which means that we were negotiating over a single issue, price, and 
in conflict over how much I would pay and how much he would 
get. In distributive negotiations, parties assume a fixed pie of re- 
sources and negotiate about how to cut up the pie (distribute re- 
sources) or claim value. In the negotiation in the souk, the 
shopkeeper started high, I countered low, and we made reciprocal 
concessions until we reached an agreement that was better than no 
deal to each of us. 

Many people throughout the world treat negotiation as dis- 
tributive deal making—start high or low, concede only enough to 
avoid impasse—but as you will see in this book, although every ne- 
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gotiation is in part a distribution of resources, distribution is only 
one aspect of negotiation. 


Integrative Deals. When my daughters were in grade school in a 
small village in the south of France, the teacher asked my husband 
and me to plan a Halloween party. He wanted his class of thirty- 
two children to carve pumpkins. My job was to buy the pumpkins. 
I looked everywhere, finally locating a roadside stand with exactly 
thirty-two pumpkins. I immediately accepted the seller’s price, be- 
cause I had no other source of pumpkins. (It’s also not customary 
in outdoor French food markets to negotiate prices.) But when | 
told the seller that I wanted to buy all her stock, she shook her 
head no. What to do? My alternative was poor. Offer her more 
money? Try sympathy, tell her why I wanted all thirty-two? In- 
stead, I asked her why she wouldn’t sell me all her pumpkins. She 
said if she sold all her pumpkins to me, she would have no seeds 
to plant the next year. “Chere Madame,” said I, “if I bring you all 
the seeds November 1, will you sell me all your pumpkins?” She 
said yes, each child got a pumpkin to carve, and a picture of the 
children and Mme. Petit’s pumpkins, as I later learned her name 
was, graced the front page of the local newspaper. 

Mme. Petit and I were engaged in integrative deal making. We 
refocused the negotiation from distributive over the single issue of 
price to integrative over the multiple issues of pumpkin seeds and 
pumpkin rind. Mme. Petit got the seeds, which were more impor- 
tant to her than to me, and I got the rind, which was more impor- 
tant to me than to her. Integrative negotiation concerns how the 
negotiators expand the pie of resources or create value in negotia- 
tions. They typically do so by identifying more than one single 
issue, so that issues can be traded off. 

There are many opportunities for integrative negotiations 
throughout global negotiations if negotiators have the motivation 
and the strategy to transform single issues into multiple issues and 
make trade-offs. 
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Conflict Management and Dispute Resolution 


No culture is immune to conflict. Disputes often arise when deals 
do not work out quite the way parties had envisioned. People every- 
where negotiate to resolve disputes. What works often depends on 
cultures. Following are two examples in which negotiation took a 
path it might not have taken had both parties been American. 


Avoiding Direct Confrontation. A U.S. entrepreneur had a con- 
tract from a German buyer for bicycles that were being produced 
in China. When the first shipment was ready, there was a prob- 
lem. The bikes rattled. Knowing that rattling bikes would not be 
acceptable to the German customer, the U.S. entrepreneur went 
to the Chinese plant, inspected the bicycles, rode a few, and asked 
about the rattle. “Is this rattle normal?” “Do all the bikes rattle?” 
“Do you think the German buyer will think there is something 
wrong with the bikes if they rattle?” Soon after he left, the bicy- 
cles were shipped to Germany without any rattles. 

In U.S. culture the normal approach to the problem of the rat- 
tling bicycles would be to tell the manufacturer that rattling bicy- 
cles were unacceptable, and that the problem had to be fixed before 
shipping to Germany. In China such a direct confrontation would 
be extremely rude and cause much loss of face. Knowing this, the 
U.S. entrepreneur resolved this important point of dispute by some 
indirect negotiation. 


Third-Party Conflict Management. When a U.S. manager in a 
U.S.-Chinese joint venture did not receive the information he was 
expecting in a report, he asked the person responsible for the report, 
a Chinese woman, for a meeting to discuss his needs. She politely 
put him off. A day later he was called into her manager’s office and 
told that there was no problem with the report. The report had the 
information it always had, and the report could not be changed. 
From the U.S. manager’s perspective, his Chinese counterpart’s be- 
havior—refusing to meet with him, getting her superior involved, 
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stimulating a reprimand from the superior—was inappropriate. He 
had wanted to talk about his interests; she had turned the situation 
into a power play that he lost. From her perspective, she knew that 
she did not have the authority to change the report. So involving 
her superior, who had the authority to change the report, was, for 
her, the right approach. 

As this example shows, dispute resolution negotiations are not 
always direct verbal interactions between principals. Sometimes a 
third party gets involved as a go-between, conveying information 
between disputants and others with interests in the outcome. 
Sometimes the third parties are superiors with status and authority 
to impose an outcome, sometimes they are peers whom both dis- 
putants respect, and sometimes they are independent professionals 
who are hired for the purpose of helping resolve the dispute. 


Multiparty Negotiation and Team Decision Making 


There are many challenges associated with being a member of a mul- 
ticultural team. For example, a U.N. peacekeeping task force con- 
sisting of army officers from Russia, Germany, Turkey and the United 
States was charged with preparing for the exhumation of a mass 
grave in Bosnia. One of the U.S. members of the team described the 
situation, “Everyone kind of viewed the Turks as a second-class mil- 
itary. The Germans and the Russians didn’t really hit it off too well. 
And we [Americans] were viewed with kind of different levels of 
trust or skepticism by everybody else.”! The task force leader, a 
Russian major, realized that the task force had to find a way to 
work together. So he separated the task into four subtasks and then 
assigned a multicultural team of one Russian, one U.S., one Turk, 
and one German officer to each subtask. Each day four Russians, 
four Americans, four Turks, and four Germans would leave their 
respective camps to go to a central meeting place, split up to work 
in their assigned subgroups, and then at the end of the day regroup 
and drive back to camp. Inevitably the talk in the car on the way 
home was about how things had gone that day. And surprisingly, 
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everyone began to recognize the value of the Turks, whose experi- 
ence in post-earthquake relief was more relevant to the task than 
any of the other officers’ experience. The small teams still had to 
negotiate with each other to coordinate the execution of their dif- 
ferent subtasks, but the multicultural structure of the small teams 
transformed that negotiation from being one army’s way versus an- 
other to a cooperative effort that respected expertise. 

Planning and negotiation strategies, especially those based on in- 
tegrative negotiations, are extremely relevant to capturing the value 
of teamwork in multiparty, multicultural negotiations. Chapter Seven 
focuses on using negotiation strategies in multicultural teams. 


Social Dilemmas 


This next example illustrates one of several types of problems 
(called commons problems in economics) that psychologists call so- 
cial dilemmas. In these interdependent situations, incentives lead in- 
dividuals to take from the common pool of resources, but the more 
that individuals take, the more rapidly the resource disappears. The 
common interest is to cooperate to maintain the resource. But of 
course the dilemma makes cooperation a negotiation challenge. 

In May, 2003, 250 Canadian crab fishers from New Brunswick 
went on a rampage to protest the federal government’s policy trans- 
ferring their crab quotas to lobstermen and an indigenous group. 
They burned four fishing boats and a processing plant and threat- 
ened to boycott the two-month crab-fishing season altogether, 
putting $80 million in crab exports in jeopardy. 

This violent response to the reassignment of 23 percent of the 
crab fishers’ annual quotas needs to be understood in the context of 
what the crab fishers had negotiated to manage the resource on 
their own. They had succeeded not just in maintaining but in re- 
plenishing the stock of crabs by self-regulating fishing and investing 
more than $1.5 million of their own money in research. The gov- 
ernment’s action in opening up crab fishing to other groups broke 
the negotiated bond within the community.’ 
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This type of social dilemma is ubiquitous. All over the world, 
resources are threatened and require negotiations to transform tak- 
ers into sharers. In Chapter Eight we’ll look at a variety of types of 
social dilemmas and ways to use negotiation skills to generate co- 
operation in these innately competitive situations. 


Net Value Outcomes—What Negotiators 
Are Trying to Accomplish 


In all the different negotiation venues described in the previous sec- 
tion, negotiators are trying to reach a net value outcome: an agree- 
ment that is better than their alternative of no agreement. No 
agreement would have meant the seller in the Muslim market in 
Xian made no profit, I would not have a pumpkin for every child, 
the German buyer would likely have refused the shipment of rat- 
tling bicycles, the joint venture manager would have had no data, 
the military team would have failed in its mission, and the crab fish- 
ers would not have replenished their stock of crabs, just to have 
their quotas cut. 

Looking at negotiations from the perspective of net value out- 
comes has four important implications. First, identifying the no- 
agreement alternative helps negotiators clarify what they need in 
order to reach an agreement. Second, identifying the other party’s 
no-agreement alternative helps negotiators identify how much they 
can ask for at the negotiation table. Third, thinking net helps nego- 
tiators avoid satisficing—that is, accepting an outcome just a tiny 
bit better than the alternative. Thinking net helps negotiators stay 
motivated to find an outcome that is much better than their alter- 
native. Fourth, thinking net helps negotiators recognize that they 
need to develop a strategy, if they are going to achieve a high net 
value outcome. 

How can negotiators develop strategies that are capable of gen- 
erating a high net value outcome for all parties? The next section 
introduces the fundamental building blocks of negotiation strategy. 
A subsequent section describes a very useful negotiating planning 
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document that can help you assemble the blocks. The final section 
introduces the main strategic choices that negotiators need to make. 

In the following sections, I’ll be using many useful terms and 
concepts related to negotiation. If most of them are new to you, be 
easy on yourself about learning them all at once. There will be lots 
of repetition of terms to help you get comfortable with them. Once 
you are, you will find you can use them to build a negotiation strat- 
egy. In later chapters you may occasionally want to refer back to 
these sections, or you may find all the reminders you need in the 
glossary at the back of this book. 


The Building Blocks of Negotiation Strategy 


There are five fundamental building blocks of negotiation strategy: 
parties, issues, positions, power, and targets. 


Parties 


The first block in building a negotiation strategy is identifying the 
parties to the negotiation. Although it seems obvious that the par- 
ties must be the people sitting at the negotiation table, in fact, in 
some negotiations, decision makers are not at the table. A manager 
on a team representing a U.S. company describes negotiating a 
lease agreement with representatives of a Saudi Arabian company 
as follows: “The negotiation on the Saudi side was carried out by 
‘messengers.’ These were often British-educated, rather high-level 
managers, with significant Western-culture experience who never- 
theless were not making any decisions themselves but going to their 
respective bosses. Prior to a negotiation meeting the Saudi side always 
wanted a list of questions and points that we wanted to cover, and 
they would get back to us, preapproving some questions [presumably 
those for which approval came from the principals] and indicating 
others were not approved. We were pretty sure the information pro- 
vided to the Saudi ‘bosses’ was being filtered by the messengers, and 
we couldn’t always tell the spin they would put on information.” 
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In other situations the party at the negotiating table may not 
represent the powerful interests of those not at the table. The French 
branch of an international consulting firm learned this when it nego- 
tiated a contract to audit the efficiency of several ministries of a North 
African nation. Contract negotiations went fine, but in starting the 
audit the French consultants were stymied by the lack of cooperation 
of the ministries being audited, who had not been at the table, and 
who feared they would lose jobs and power as a result of the audit. 

Identifying parties turns out to be a task of identifying whose in- 
terests are involved in the negotiation. ( “Interests” is a negotiation 
term that I use throughout the book. It refers to the concerns, needs, 
fears, underlying desires, or people affected by the negotiation). Even 
though parties whose interests are important to the implementation 
of the negotiated agreement may not be at the table, it’s important 
to recognize who these parties are and to understand their interests. 


Issues 


The second step in building a negotiation strategy is identifying 
what issues are to be negotiated. This, too, is not a trivial step. Ne- 
gotiators should know what issues are important to their side of the 
table, but when negotiations are complex with many elements, it 
often takes a negotiating team to represent all the issues that need 
to be negotiated. Managers who are interviewed about their expe- 
riences negotiating in teams most often state that the reason for 
having a team is to handle the variety and complexity of the issues 
to be negotiated. 

Negotiators may not always know all the issues that are impor- 
tant to the other party. This requires informational meetings with 
the other party, but some parties may be reluctant to share even 
this level of information, concerned that identifying issues that are 
important to them may make them vulnerable. We will talk in de- 
tail later about strategy to get information sharing going. It may be 
necessary to put a list of issues on the table and ask the other party, 
“What are we missing?” 
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Try to avoid negotiating over single issues. You always need 
multiple issues in order to negotiate integratively. In the pumpkin 
negotiation at the beginning of the chapter, Mme. Petit and I es- 
sentially transformed a single-issue price into multiple issues: seeds 
and rinds. If there appears to be only a single issue in negotiation, 
either transform it to multiple issues or identify other issues that can 
be negotiated. For example, in buying a house there is always price, 
but there is also closing date. If you can be flexible on closing date, 
the seller may be flexible on price. 


Positions, Interests, and Priorities 


Positions are what negotiators say they want. Your position is what 
you ask for in a negotiation. Before you can determine your posi- 
tions, you need to know the issues to be negotiated. 

An interest is why negotiators want what they want. Interests are 
the needs or concerns that underlie positions. Sometimes one or the 
other party has not thought hard about its interests; in this case you 
should ask them a few questions to get this process started. The key 
to uncovering interests is asking why and why not. That worked for 
me with Mme. Petit. However, such direct questioning might not 
work everywhere in the world. In some places the approach needs to 
be indirect: put an offer on the table, ask for a counteroffer, and infer 
the other party’s interests from the way the counteroffer differs. 

In their seminal book Getting to Yes, Roger Fisher and William 
Ury (current editions with Bruce Patton) urge negotiators to get be- 
hind positions to interests, for it is in the arena of interests that in- 
tegrative agreements are found.‘ This is excellent advice, because 
focusing on interests will give you a more flexible goal than will po- 
sitions. By my focusing on my interests (pumpkins to carve) and 
Mme. Petit’s focusing on hers (seeds to replant), we were able to 
make her position (do not sell all the pumpkins) and my position 
(buy all the pumpkins) moot. 

Furthermore, since not all your interests are of equal impor- 
tance, one of your first analysis steps is to rank-order the issues on 
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the basis of your interests. In a multi-issue negotiation, it’s unrealis- 
tic to expect to get your position on every issue. Be prepared to 
trade off less important issues to get your interests met on issues that 
are more important to you. 


BATNA: Alternatives as Your Source of Power 


The acronym BATNA was coined by Fisher and Ury to represent 
your main source of power in negotiation. BATNA stands for Best 
Alternative To a Negotiated Agreement. It is what you are going 
to do if you do not reach an agreement. Your BATNA is your best 
option outside the current negotiation. If you are negotiating a deal, 
it is an alternative buyer or seller. If you are negotiating with a sup- 
plier over a poor-quality shipment, it is the next dispute resolution 
step in your contract—maybe mediation, arbitration, or going to 
court. If you are facing the failure of a multicultural team to reach 
agreement, your BATNA may be a decision (that no one on the 
team will like) made by higher-level management. If you cannot 
reach a cooperative agreement about resource conservation, your 
BATNA is a shared loss of opportunity and the likelihood of gov- 
ernment regulation. 

Your BATNA is your source of power because the better your 
BATNA, the more you can demand from the other party in the ne- 
gotiation. My BATNA in the souk was to buy the incense burner 
in another shop. I’d seen several as we walked through the market. 
The shopkeeper knew this and must have known I had seen them 
elsewhere. His understanding of my BATNA is probably why he 
came after me when I started to walk out. My BATNA in negotiat- 
ing with Mme. Petit, in contrast, was terrible. I had no other source 
of pumpkins! When your BATNA is poor and your negotiation has 
hit a temporary impasse, as mine did with Mme. Petit, you become 
highly motivated to create value! 

BATNAs are important to markets. They are how active mar- 
kets keep prices down. Maintaining BATNAs is also how antitrust 
regulation maintains competition. 
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BATNA is not the only source of power in negotiations glob- 
ally. As we shall discuss in the next chapter, on culture and negoti- 
ation, status also confers power to a party. But for now let’s stay with 
this important BATNA construct. 

Fisher and Ury chose the phrase “best alternative” because in 
most situations there are many alternatives, and negotiating strat- 
egy depends on knowing which alternative is the best. For exam- 
ple, if your company wants to acquire a new technology, you might 
buy another company that owns patent rights to that technology, 
or you might license that technology, or you might develop your 
own competing technology. The anticipated costs and gains will 
be different, depending on which option you choose. Analyzing 
these costs and gains is an essential step in business strategy that 
precedes negotiation. Once the analysis is done, negotiations can 
proceed with the party that holds the lowest-cost, highest-gain 
choice. But this choice is not static. When negotiations with the 
low-cost, high-gain choice are not going well, negotiators may 
threaten or actually break off negotiations and start anew with the 
second-best option. How do negotiators know when to turn to the 
second-best option? This requires the introduction of another ne- 
gotiation concept: reservation price (also called “walk away” or 
“bottom line”). We'll address reservation price in the next section, 
but before we do, we need to understand one more very tricky as- 
pect of BATNA. This has to do with independence. 

So far, we’ve mostly been discussing BATNA as it applies in a 
deal-making setting in which both parties are free to break off ne- 
gotiations and turn to an alternative buyer or seller. Their BATNAs 
are independent in the sense that neither party can negatively affect 
the other party’s BATNA. But there are venues in which parties are 
not free to turn to their best alternative, which would be to just walk 
away from the negotiation. If you are the defendant in a dispute you 
cannot just walk away, unless the other party withdraws. If you ne- 
gotiate to an impasse, your BATNA is what the other party does 
next, for example, file a lawsuit or demonstrate outside your house. 
It is in this respect that BATNAs in dispute resolution are linked. 
When disputants cannot reach an agreement, disputant A may drag 
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disputant B to disputant A’s BATNA. Perhaps the most common 
example of this is when parties withhold payment for a poor-qual- 
ity shipment. This could have happened in the rattling bicycle dis- 
pute. If parties to a dispute do not agree, each has to consider his or 
her BATNA as being the worst thing the other party can do, be it 
ship the rattling bicycles or withhold payment. Once my students 
understood that in dispute resolution BATNAs are linked, they 
came up with a new acronym: WATNA, or worst alternative to a 
negotiated agreement. 

BATNAsare also linked in multicultural team decision making 
and in social dilemmas. In team decision making, if the team can- 
not reach agreement, top management usually steps in and makes 
the decision, and the team loses control. In social dilemmas, if peo- 
ple cannot reach agreement to self-regulate their use of resources, 
all suffer from the loss of the resource, and may also suffer from the 
costs of imposed government regulation. 

Regardless of whether BATNAs are independent, as in most deal 
making, or linked, as in most other negotiation venues, BATNAs 
serve the important function of providing a standard for determin- 
ing when negotiators should call an impasse. 


BATNA and Reservation Price. A reservation price, walk away, 
or bottom line is the most that you are willing to give or the least 
that you are willing to get and still reach a negotiated agreement. 
To determine your reservation price (the term used in the rest of 
this book) you must know your BATNA, or WATNA as the case 
may be. Your reservation price is a just-noticeable difference from 
your BATNA or WATNA. I like to think of reservation price as 
being inside the negotiation and BATNA or WATNA as being 
outside the negotiation. Knowing your reservation price gives you 
discipline in negotiations. You know that until you have an offer 
that meets or exceeds your reservation price, you do not have an 
agreement that you can accept. 

Setting a reservation price can be challenging. People seldom 
go into negotiations either with an absolute assessment of the cost 


and value of the BATNA or with certainty that the BATNA will 
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be available at that cost. Negotiators need to consider both of these 
aspects of the BATNA: how sure they are of its value, and how sure 
they are of being able to negotiate a deal at the estimated cost. The 
greater the uncertainty about the BATNA, the more you should 
discount its value when you use it as a standard for setting a reser- 
vation price. 

Here is some advice for setting BATNAs and reservation prices: 


© Understand how the deal you are planning to negotiate fits into the 
larger strategic picture. What is the goal of this negotiation (for 
example, to enter new markets, or to gain access to new tech- 
nology)? How else might that goal be met other than reaching 
an agreement in this negotiation? 


¢ Know your BATNA. You always have a BATNA, even if it is 


simply staying with your current course of action. 


¢ If your BATNA is poor, try to improve it. Generate a better al- 
ternative. 


e Use your BATNA to set a reservation price. Do not change 
your reservation price unless you receive new, credible infor- 
mation that changes your BATNA. Credible information 
about your BATNA is not likely to come from the other party. 
After all, it is in that party’s interest for you to think your 
BATNA is poor. 


Targets, BATNAs, and Opening Offers 


Your target in negotiation is what you think is reasonably possible 
to get in a negotiation. It should be optimistic, but not ridiculous! 
Having a target will keep you negotiating (as you should!) even 
after you know that you can agree because you’ve already received 
an offer that is better than your reservation price. Having targets 
helps negotiators increase their net gains. Setting targets is another 
challenge, but BATNAs can serve as a guide. 

In principle you set your target as a just-noticeable difference 
from the other party’s BATNA. But in practice it is even harder to 
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evaluate the other party’s BATNA than your own. This is because 
you usually lack information about the other party’s BATNA, and 
because it is difficult to get deep enough into the other party’s mind 
to know exactly how the other party rates his or her BATNA. 

A fallback in setting a target is to find out about precedents. 
When buying a house you know to find out what other houses in 
the neighborhood sold for. You know also to find out about the par- 
ticular house you are interested in: how long it has been on the 
market and why the sellers are selling. The value of precedents is no 
less in business negotiations. When you have a dispute with a sup- 
plier, you ask your lawyer how much disputes like yours normally 
settle for (and how long it will take), and then you evaluate this 
particular supplier. Is the supplier engaged in other disputes? Are 
you an important customer? Is reputation at stake? All this infor- 
mation will help you set an optimistic but realistic target. 

Here is some advice for setting targets: 


¢ Know your industry and market. What are the characteristics 
of recent deals like the one you will be negotiating? Get as 
much information about them as possible. Is there reason to 
think the market has changed since the most recent deal? 


e Determine the other party’s BATNA. The other party is not 
going to agree to a deal that is worse than its BATNA. 


¢ Be optimistic and realistic. 


© Don’t lose sight of your target as soon as you get an offer better 
than your BATNA. Keep working toward the target. 


Here is some advice for using targets when making an opening 
offer: 


e¢ When your information about the other party’s BATNA is 
good, there is likely to be significant benefit in opening first. 
The opening offer can act as an anchor.’ When you open first, 
the other party has to figure out how to get you off your posi- 
tion, not vice versa. 
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e When your information about the other party’s BATNA is 
poor (and there had better be a very good reason why you 
have little or no reliable information about their BATNA!), 
there is likely to be some benefit in waiting for the other party 
to open. If you really do not know the market you are oper- 
ating in (why are you there with so little knowledge?), the 
other party may surprise you by the generosity of their open- 
ing offer. 


e The other party’s opening will anchor you if you are not care- 
ful. Don’t assume you can just reject their offer as inadequate, 
and don’t expect the other party to unilaterally improve their 
offer. Smart negotiators do not negotiate with themselves! In- 
stead, give the other party an excuse to move, reject their offer 
as inadequate, and make a counteroffer. 


Combining Fundamentals: 
The Negotiation Planning Document 


The Negotiation Planning Document (shown in simple form in Ex- 
hibit 1.1 and included in MS-Word format on the CD-ROM that 
accompanies this book) is a useful tool for building a coherent ne- 
gotiation strategy. It provides a row for every issue and a column for 
you and each “other” party (in this case one). You may want to add 
additional columns for the parties who may not be at the table but 
who have interests in the negotiation. The boxes defined by the in- 
tersection of row and column are further subdivided into three 
parts. The top part is for entering the position on the issue, the bot- 
tom is for entering the priority (shaded) and the interest(s) under- 
lying that position. Beneath the issues are rows for entering 
BATNAs, reservation prices, and targets (for both you and other 
parties). You know the other party’s target to be their perception of 
your BATNA. 

The Negotiation Planning Document is extraordinarily useful. 
Completing it means that you have to identify your issues, positions, 
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Exhibit 1.1. Negotiation Planning Document. 
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interests, priorities, BATNA, reservation price, and target. When 
you are representing your company in a complex negotiation, you 
may have to engage in internal negotiations to get agreement on 
the entries in the planning document. The planning document also 
may act as a stimulus to generate helpful information from people 
in your organization who are not on the negotiating team but who 
have knowledge relevant to the negotiation. One leader of a nego- 
tiation team told me, “In just about every internal negotiation plan- 
ning we bring three or four members of the business together, and 
they have to hash out their different opinions with each other be- 
fore they give us some direction.” 

As a second useful point, trying to complete the planning doc- 
ument for the other party in the negotiation clearly identifies what 
you know and what you don’t know about their positions, interests, 
and so on. Further filling in the other party’s column should be the 
first thing you do once the negotiation begins. Doing so also has the 
very nice effect of directing early negotiations to the discussion of 
issues, interests, and priorities. 

A third useful point is that the planning document keeps all 
the pertinent information on one page in front of negotiators. (I do 
not advocate long, detailed, multipage planning documents that 
you have to leaf through to find information that should be at your 
fingertips and will be with a one-page form! ) 

Fourth, the one-page planning document also is very useful for 
maintaining discipline on a negotiating team. Another negotiating- 
team leader told me, “Whenever my team would lose focus, we’d go 
back to the planning document [and] ask the question, Have we 
learned anything to cause us to make a change in the planning doc- 
ument? If the answer was yes, we’d work through how that change 
affected all other elements of our plan. If the answer was no, [then] 
the planning document helped us to stay focused.”” 

Fifth and finally, the planning document is very useful for con- 
structing settlement offers, because it helps negotiators keep all the 
issues linked. There will be more about this in Chapter Three. 
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Strategic Choices in Negotiation 


Strategic choices refers to how negotiators implement their negotia- 
tion strategies: how they act and react at the negotiation table. 
Don’t overlook the word react. Negotiation is social interaction. 
What transpires at the negotiation table is a function of negotiators’ 
plans, their enactment of those plans (negotiation behavior), and 
their response to the other’s negotiation behavior. 

Negotiators have two fundamental areas of strategic choice 
about how they will act at the table; one area relates to what we call 
confrontation, the other to what we call social motivation. The choices 
negotiators make in these areas depend on their personalities, their 
cultures, and characteristics of the negotiation situation and the 
other party. Depending on the combination of factors, some choices 
are more likely than others to facilitate negotiating a high net value 
outcome. Let’s start with confrontation. 


Confrontation 


Negotiations vary in the degree to which parties whose interests are 
at stake are directly involved in the negotiation. The shorthand 
term for this is confrontation. Confrontation ranges along a contin- 
uum from direct, face-to-face negotiation between two or more 
principals to electronically mediated negotiation between agents 
to indirect confrontation via the media or a third party in which 
meaning must be inferred. 

Parties all over the world engage in direct, face-to-face deal. 
making negotiations, from the night markets in China to cross- 
border mergers and acquisitions to small and large sales of products 
and services. As in the Saudi example involving messengers, prin- 
cipals are not always at the table. In addition, more and more 
frequently, face-to-face meetings are supplemented or supplanted 
by electronically mediated communication via e-mail, chat, tele- 
phone, or teleconference. 
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One leader of a negotiating team told me about negotiating a 
contract to buy via conference calls and chat.’ The potential sup- 
plier was not far away geographically, so the two parties could have 
met face-to-face, except that the buyer’s team was internationally 
dispersed. The product was to be used at several international sites, 
and those sites’ needs had to be met. During negotiations the whole 
buyer team was linked not just by an open conference call with the 
sellers but also by a closed chat room. The team leader named one 
team member as lead negotiator and made him responsible for both 
monitoring the team chat and negotiating across the table. The 
team leader was quite certain that this electronically enhanced 
process had given his team a strategic advantage. 

Even when negotiations are face-to-face, there is often a lot 
going on away from the table. Take the June 2006 Arcelor-Mittal 
negotiations that resulted in a steel giant with a 10 percent world 
market share. When Lakshmi Mittal first made an unsolicited bid 
for Arcelor on January 27, 2006, he was rebuffed publicly in a news 
conference by Arcelor’s chief executive, Guy Dollé. Dollé made 
much of Arcelor’s European cultural values, saying, “That means a 
lot in terms of employee relations with their employer, and sustain- 
able development.” The subtext was that Mittal’s firm was not a 
suitable buyer for a European company, that it did not share Euro- 
pean values but instead had enriched itself at the expense of its 
workers. Dollé was negotiating indirectly via the press and public 
opinion.’ 

There has been a lot of speculation about how confrontational 
a negotiating party should be” but not much formal research. Are 
face-to-face negotiations more likely to result in net value outcomes 
superior to those carried out via electronic media? We do know that 
it is more difficult to build trusting relationships negotiating via e- 
mail rather than face-to-face." Trust is the willingness to put your- 
self at risk in the hands of another party. When negotiators trust 
one another, they share more information about their priorities and 
interests. When negotiators share more information about their pri- 
orities and interests they negotiate higher net value outcomes. 
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It is pretty clear that e-mail can exacerbate problems of infor- 
mation sharing, because of the trust problem, but e-mail may also 
facilitate negotiations when the medium fits with the culture. In 
one study we did with Hong Kong Chinese and U.S. undergradu- 
ate management students, the Hong Kong Chinese e-mail negotia- 
tors achieved higher net value outcomes than did the Hong Kong 
face-to-face, U.S. e-mail, and U.S. face-to-face negotiators! The 
e-mail medium apparently released the Chinese students’ inhibi- 
tions to open aggressively and facilitated their proclivity to bundle 
all the issues together and make multi-issue offers.” 

Does negotiating in public and in the press risk relationships 
and deals? There were several possible tactical reasons behind the 
Arcelor chief executive’s decision to speak as he did to the press. 
His aim may have been to generate support for Arcelor’s rebuff of 
Mittal. Or it may have been to offend Lakshmi Mittal personally 
and so discourage the takeover attempt. Or it may have been to 
provoke Mittal into improving the offer. If the CEO’s aim was to 
generate support, it worked only for a short time. Mittal’s opening 
offered such a premium over the current stock price (a strategy de- 
signed to discourage other bidders) that shareholders were inter- 
ested even if current management of Arcelor was not. If the CEO’s 
aim was to offend and discourage, it simply did not work. “Mittal in 
a February interview described himself as being ‘really sad listening 
to the outburst and emotions of various people.’ But he declined to 
trade barbs. Instead he sought to cast himself as an entrepreneur 
tearing down protectionist barriers so that other emerging-market 
companies would be spared the trouble.” But an aim to make Mit- 
tal improve the offer clearly succeeded: Mittal paid €40.37 per 
share, nearly double what Arcelor was trading for in January when 
the first offer was made." 

Decide prior to negotiation how confrontational you will be. As 
we will explore in subsequent chapters, your decision will be in- 
formed by the venues of the negotiation (deal making, dispute res- 
olution, or other) and by your knowledge of the culture of the other 


party. 
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Social Motivation and the Choice Between 
Distributive or Integrative Negotiation Strategy 


A negotiation strategy is a set of behaviors that serve a specific ne- 
gotiation goal. Social motives affect negotiation outcomes by affect- 
ing negotiators’ strategies. Social motivation describes people’s goals 
in contexts of social interaction.'* Four social motives are relevant 
in negotiations: individualism, cooperation, competition, and al- 
truism. Socially individualistic negotiators seek to maximize their 
own outcomes; socially cooperative negotiators seek to maximize 
their own and the other party’s outcomes; competitive negotiators 
seek to maximize their own outcomes at the expense of the other 
party’s outcomes (that is, maximize the difference between their 
own and others’ outcomes); and altruistic negotiators seek to maxi- 
mize others’ outcomes. 

The most widely used measure of social motives asks a person 
to make nine choices related to allocating resources (See “Personal 
Choices in Decision Making” and “Norms for Managers’ Social 
Motives by Culture” on the CD-ROM.) Depending on the pat- 
tern of choices, it then characterizes the person as individualistic, 
cooperative, competitive, or with no dominant social motive. 
After using this measure with thousands of managers around the 
world, I can report three definitive findings about social motives 
and negotiations: 


1. The managerial world I’ve studied is dominated by cooper- 
atively motivated negotiators (53 percent) compared with 
individualistically motivated negotiators (37 percent). There 
are relatively few competitively motivated negotiators (3 per- 
cent). About 7 percent have no dominant social motive. 
These tend to be people from Latin American cultures and 
China, where decision making depends on context. They do 
not like the social motives measure. 


2. In terms of negotiating high net value integrative agreements, 
negotiators who are cooperative and negotiators who are indi- 
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vidualists are about equally successful, but negotiators who 
are competitive are significantly less successful." 


3. Cooperators and individualists use different negotiation 
strategies to reach their high net value outcomes."* 


As noted earlier, there are basically two types of negotiation 
strategy: distributive strategy (behaviors that serve to divide re- 
sources) and integrative strategy (behaviors that serve to maximize 
and also divide resources). Behaviors that support distributive strat- 
egy focus on seeking to influence: persuading the other party to make 
concessions, substantiating positions (argument), making threats, 
and committing to positions. Behaviors that support integrative 
strategy focus on seeking and using information: generating infor- 
mation about parties’ priorities and interests and proposing outcomes 
that capitalize on differences. Research generally confirms the theo- 
retical distinction between integrative and distributive strategy with 
the caveats that some behaviors may serve both integrative and dis- 
tributive functions depending on how they are employed, and that 
negotiators may use both integrative and distributive strategies in 
the same negotiation. 

When negotiators on both sides of the table share the same social 
motives, we can predict negotiation strategy with some certainty. 
Two cooperative negotiators use integrative strategy more and dis- 
tributive strategy less than two individualistic negotiators; and two 
individualistic negotiators use distributive strategy more and integra- 
tive strategy less than two cooperative negotiators. 

These findings suggest how to start negotiations regardless of 
what the other party’s social motive is: signal willingness to co- 
operate. You may have to do this several times if the other party is 
an individualist and wants to engage in bargaining over positions 
rather than interests. You may have to engage in some distributive 
bargaining yourself. However, keep going back to integrative bar- 
gaining. Negotiators tend to reciprocate each others’ strategic be- 
haviors. If you persist, you should be able to get the other to engage 
in integrative bargaining. 
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Finished with the Basics 


In this opening chapter, we’ve reviewed the basics of negotiation, 
focusing on the differences between distributive versus integrative 
deal making, understanding BATNAs, and what it means to ne- 
gotiate a high net value deal. We’ve also gotten a taste of the ad- 
ditional complexities involved in negotiating across cultural or 
national borders. In Chapter Two, we cover the basics of how cul- 
ture impinges on negotiation, seeing even more ways in which suc- 
cessful global negotiation requires understanding cultural contexts. 


Chapter Two 


Culture and Negotiation 


Joe Romano found out on a business trip to Taiwan how close a 
one-syllable slip of the tongue can come to torpedoing a deal. . . . 
Mr. Romano, a partner of High Ground, Inc., an emerging technology- 
marketing company in Boston, has been traveling to Asia for 10 
years and speaks fluent Mandarin and Taiwanese. Or so he thought, 
until he nearly blew an important deal when he met the chief exec- 
utive of a major Taiwanese manufacturer. “You’re supposed to say 
‘Au-ban,’ which means basically, ‘Hello No. 1 Boss,” Mr. Romano 
explained. “But being nervous, I slipped and said ‘Lau-ban ya,’ which 
means, ‘Hello, wife of the boss.’ So I basically called him a woman 
in front of 20 senior Taiwanese executives, who all laughed,” he said. 
“He looked at me like he was going to kill me because in Asia, guys 
are hung up on being seen as very manly. I had to keep asking them 
to forgive ‘the stupid American’ before the C.E.O. would accept my 


apologies.”" 


Language mistakes and violations of local protocol are difficult 
to avoid when negotiating globally, but they are seldom deal break- 
ers. As Mr. Romano learned, a groveling apology can go a long way 
toward mending relationships. 

The real cultural deal breakers are embedded in failures to take 
culture into account at two critical points: when planning the ne- 
gotiation and when choosing strategy. Three of my students dis- 
covered this for themselves in the course of researching Lafarge’s 
first and second attempts to establish a foothold as a major cement 
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manufacturer in Yunnan province in China. Lafarge, a French com- 
pany, is the world leader in building materials, holding top positions 
in each of four areas: cement, aggregates and concrete, roofing, and 
gypsum.’ 

Lafarge’s planning gaffe involved a failure to understand the 
Chinese government’s interests. Lafarge wanted to enter the Yun- 
nan market profitably and quickly by taking full ownership of two 
state-owned cement manufacturers. Lafarge assumed the govern- 
ment would be willing to sell, if the price was right. But Lafarge was 
wrong. The government’s interests were less in money than in ac- 
cess to Lafarge’s state of the art cement-manufacturing processes. In 
2004, the time of this negotiation, the Chinese government had 
plenty of foreign capital; what it needed was a means of upgrading 
its inefficient construction manufacturing industry, while main- 
taining jobs and ensuring a steady supply of construction materials. 
The government also knew that transferring state-owned entities 
to local interests would be viewed more favorably from a public re- 
lations perspective than would a direct sale to a foreign company. 

Lafarge’s strategic gaffe involved the choice of whom to send to 
Yunnan to negotiate. Lafarge initially sent two fairly junior mem- 
bers of their investment team to talk to the heads of the two Yun- 
nan cement companies. Although Lafarge may have thought that 
they were simply engaging in some due diligence research—were 
these the right companies to buy—the Chinese were miffed that a 
potential business partner would send analysts to talk to business 
directors. According to Sanjeev Krishna (investment officer for 
emerging markets at Health Sciences, International Finance Cor- 
poration—World Bank) the due diligence process in China is far 
different than in the West. In China, he advises, one needs to de- 
velop a solid relationship before embarking on the due diligence 
process. In the West typically a lot of due diligence is conducted 
prior to an entity even deciding to develop a relationship. 

The end of this story is that Lafarge is in Yunnan province and 
technical know-how is being transferred to the Chinese cement 
companies, but the ultimate deal was not quite what Lafarge had 
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envisioned. Lafarge formed a joint venture with a Hong Kong com- 
pany to purchase 80 percent of the Yunnan cement business. As a 
result, Lafarge’s ultimate share was only half of that (40 percent), 
not the 100 percent it initially sought. 

This chapter is about how culture affects negotiation. It begins 
with an introduction to ways of characterizing different dimensions 
and types of cultures. It goes on to describe a general framework 
that illustrates how culture affects negotiation. The framework can 
be used with the Negotiation Planning Document and strategic 
choices discussed in Chapter One to incorporate cultural consider- 
ations into preparations for negotiation. 

Although it is filled with examples of negotiating in different 
parts of the world, keep in mind that the chapter is not about proto- 
col and not about how to negotiate in individual specific places, such 
as China. The reason for this will be explained more thoroughly in 
the section on cultural prototypes and cultural stereotypes. But in 
brief the reason is that even experience within a culture does not 
guarantee future negotiating success. Mr. Romano had ten years of 
experience negotiating in Asia. Lafarge started doing business in 
China in 1994. Ten years later, when Lafarge opened negotiations in 
Yunnan province it already had cement operations in Sichuan 
province. To adequately integrate cultural knowledge into negotia- 
tion strategy requires more than experience; it requires an under- 
standing of how and why culture affects negotiations. 


What Is Culture? 


Culture is the distinct character of a social group.’ It emerges from 
the patterned ways that people in a group respond to the funda- 
mental problems of social interaction.‘ 

A useful metaphor for describing culture is an iceberg. Just like 
with an iceberg there is more to culture below the surface than 
above, and just like an iceberg, culture is not static, it drifts and 
shifts. Exhibit 2.1 illustrates the cultural iceberg. Visible above the 
squiggly “waterline” of the cultural iceberg are behaviors and 
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Exhibit 2.1. Culture as an Iceberg. 


Behaviors, 


Water line institutions 


Knowledge structures: 
Values, beliefs, norms 


Fundamental 
assumptions 


institutions. Below the waterline are two deeper, psychological lev- 
els. Each of the following sections examines one level. 


Behaviors and Institutions 


Above the iceberg’s waterline are the characteristic behavior pat- 
terns of cultural members, as well as the culture’s overt institutions. 
Some of the most obvious cultural behavioral differences are differ- 
ences in greetings. For example, in Japan people bow; in India they 
may press hands together in namaste; in Latin America they grab 
each other’s upper arms; and in France, Italy, and Spain they kiss on 
the cheeks. Although it is always polite to respect another culture’s 
greeting protocols, and there are many Websites with good advice 
about what to do in Rome and so on,’ it is not always necessary to 
engage in them when negotiating cross culturally. You are after all 
a cultural outsider. Even with significant cultural experience you 
will probably never get the inclination of the Japanese bow right, 
because the degree of inclination depends on the status of the per- 
son you are bowing to. 
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Interpreting the behaviors that you may see at the negotiation 
table is of greater importance. The risk is that you will jeopardize 
the negotiation by interpreting these behaviors through the lens of 
your own culture. For example, the first time I watched a class of In- 
dian managers negotiate, I was startled by their side-to-side head 
movements. Side-to-side head movements in U.S. culture mean no, 
no, no! I thought negotiations were not going well, and I was really 
upset when many in the class continued this behavior during my 
debriefing. I asked my host professor, “What went wrong, they 
hated the class, how can we fix it for tomorrow?” He replied, “Why 
do you think that?” I said, “They shook their heads no, no, no all af- 
ternoon.” “Oh,” he said, “That means ‘I’m listening.” 

I cannot anticipate all the behaviors that you are likely to en- 
counter across the negotiation table. I can assure you that it is nor- 
mal to interpret those behaviors through the lens of your own 
culture, and that such interpretation is frequently erroneous and 
may affect negotiation relationships and ultimately outcomes. To 
avoid these cultural biases when negotiating globally, you need a 
cultural interpreter, someone who not only knows the language but 
also can interpret the body language and the strategic behavior 
being exhibited across the table. Your cultural expert should also be 
able to help you understand the cultural context of the negotiation, 
for example, the institutional environment in which the negotia- 
tion is embedded. 

Institutions on the iceberg figure stands for economic, social, po- 
litical, legal, religious institutional environments that may affect 
the negotiation. Culture is manifested in institutional choices, such 
as whether there is a free-market economy or a communist political 
system, and it is embedded in the institutions’ ideologies—the set of 
principles and precepts underlying institutional choices. 

These cultural institutions provide social structures for nation- 
states, which is why in this book we are interested primarily in culture 
contained within national boundaries. Nation-states have their own 
unique institutional cultures that negotiators must navigate. Con- 
sider the aftermath of the Arcelor acquisition by Mittal. Ultimately, 
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Arcelor shareholders preferred selling to Mittal, a company regis- 
tered in Rotterdam, incorporated within EU laws, and run by an In- 
dian living in London, rather than selling to Severstal, a Russian 
company lead by a Russian oligarch, Alexsei Mordashov. Why? Mit- 
tal’s EU-based political, legal, and economic environment appar- 
ently was viewed by shareholders as much less risky than Severstal’s.° 

Another reason to be concerned with the institutional structure 
of nation-states is that governments have interests that derive from 
their institutional ideologies and are reflected in their approach to 
negotiations. As we saw in the Lafarge example, the Chinese gov- 
ernment, although encouraging foreign investment, nevertheless 
had strong institutional interests that included maintaining some 
local ownership, acquiring state-of-the-art technology, maintaining 
employment, and availability of construction materials. 

In fact, one of the most important realities about negotiating 
globally is that governments are frequently at or close to the table. 
Western and Eastern companies alike, regardless of their negotiation 
experience, too frequently stumble badly when they try to do busi- 
ness in anew cultural environment. A recent example is China Na- 
tional Offshore Oil Company’s 2005 failed bid for Unocal, which 
was ultimately bought domestically by Chevron.’ CNOOC failed 
to take into account the risk that their acquisition could be blocked 
by the U.S. Congress. When Congressional approval appeared to 
be unlikely, CNOOC let Chevron outbid them for Unocal. Failing 
to understand the institutional environment in which the negotia- 
tion is occurring can sabotage negotiations. In Chapter Nine, you 
will read much more about government at and around the negoti- 
ating table. 


Cultural Values, Beliefs, 


Norms, and Knowledge Structures 


The behaviors and institutions that one can see above the cultural 
iceberg’s waterline are supported underwater by a culturally shared 
psychology of values, beliefs, norms, and knowledge structures. It is 
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convenient to characterize a culture by its values or norms, but 
there are two important traps to avoid when doing so. 

The first trap to avoid is confounding a cultural prototype (a cen- 
tral tendency) with a cultural stereotype (the idea that everyone ina 
culture is the same; that there is no distribution around the mean). 
Keep in mind this distinction between prototypes and stereotypes. 
There is always variance within a culture. 

The second trap is failing to understand that cultures are char- 
acterized by features measured at the individual level but then aggre- 
gated (averaged across cultural group members) to create a cultural 
prototype. It is at the cultural group level that we are most likely 
to find relationships between group-level psychological elements 
of culture and negotiation behaviors and outcomes. Individual-level 
cultural values seldom explain individual-level negotiation behav- 
ior or outcomes. 

Exhibit 2.2 may help you to visualize the meaning of each of the 
traps. Each bell curve in Exhibit 2.2 illustrates a different culture’s 
distribution on a psychological characteristic. The lines dropped 
from the height of the curve illustrate the cultural prototype. Note 
that there is a distribution around each culture’s prototype and each 
distribution has “tails.” Also notice that there are plenty of mem- 
bers from both cultures in the central, overlapping region of the 
curves. Not everyone in culture 2 is more extreme on the cultural 


Exhibit 2.2. Cultural Prototypes and Cultural Stereotypes. 


Culture #1 Culture #2 


Frequency 


N2 Nl 
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variable than everyone in culture 1. In fact, N1, a negotiator from 
culture 1, is actually closer to the culture 2 prototype than N2, a ne- 
gotiator form culture 2. These cultural overlaps help explain why 
psychological elements of culture measured at the individual level 
do not predict negotiation behaviors or other types of outcomes.* 

So why bother studying psychological characteristics of culture 
if you cannot see them, if they do not characterize everyone in the 
culture, and if, at least at the individual level, they do not predict 
negotiation outcomes very well, if at all? Even though psychologi- 
cal characteristics are below the surface of the cultural iceberg, you 
often can see them reflected in the culture’s institutional ideology 
and in the patterns of behavior characteristic of people from that 
culture. Even though not every cultural member is going to be like 
the cultural prototype, because of the nature of the bell curve, more 
cultural members will fall under the central bell than in the tails of 
the curve. This means that unless a culture is extremely heteroge- 
neous (the curve is very flat), anyone you negotiate with is more 
likely to come from the cultural center than from the tails. In addi- 
tion, knowing cultural prototypes helps you anticipate the other 
party’s interests as you prepare your planning document. It also 
helps you anticipate their likely strategic behaviors as you make 
your own strategic choices. 


Cultural Values 


A value is a judgment of what is important in social interaction. A 
cultural value is a judgment shared by a group. National cultures dif- 
fer in terms of shared values,’ two such differences seem particularly 
important for negotiations: individualism versus collectivism and hi- 
erarchy versus egalitarianism. (However, other value continuums— 
such as a focus on traditional ways versus openness to change—may 
account for national cultural differences in particular negotiations. )'° 


Individualism Versus Collectivism. The continuum individualism 
versus collectivism distinguishes between cultures that generally place 
individuals’ interests above those of the collective and cultures that 
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generally place collective needs above those of individuals. In indi- 
vidualist cultures social, economic, and legal institutions promote 
the autonomy of individuals, reward individual accomplishment, 
and protect individual rights. In collective cultures institutions pro- 
mote interdependency of individuals with the others in their fami- 
lies, work establishments, and communities by emphasizing social 
obligations. Individual accomplishment reflects back on others with 
whom the individual is interdependent. Legal institutions support 
collective interests above individual interests. 

Research generally categorizes nations in North America (ex- 
cluding Mexico) and Western Europe as individualist cultures and 
pretty much the rest of the world as more or less collective, espe- 
cially East Asia and Latin America. No one has studied Africa."! 

Coming from a culture that is high on individualism or high on 
collectivism may affect negotiators’ interests, goals, and so on— 
elements of their planning as well as their strategic choices. For ex- 
ample, individualistic cultures promote and condone self-interest, 
which may be reflected in negotiators’ targets and their strategic use 
of argument; collective cultures’ emphasis on social obligations may 
be reflected in negotiators’ choices for indirect confrontation and 
face saving. 

An example illustrates that there are cultural differences in ne- 
gotiation strategy even between cultures that are in many ways sim- 
ilar. A U.S. software engineer working on a project for an Israeli 
client reported how much he was challenged by the different ways 
of approaching issues and discussing them: “There is something 
pretty common to the Israeli culture, they like to argue. I tend to try 
and collaborate more, and it got very stressful for me until I figured 
out how to kind of merge the cultures.”” 

According to my own research, Israeli managers are more likely 
to have individualistic social motives than are managers from any 
other culture I have studied (see Chapter One for more about social 
motives and “Norms for Managers’ Social Motives” on the CD- 
ROM for data on Israelis). 

However, you may find much less in this book about individual- 
ism versus collectivism than you might have expected, considering 
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that this is the cultural value most widely studied by psychologists.” 
Although some commentators claim that the difference between 
individualism and collectivism influences basic psychological pro- 
cesses, these same commentators admit “the empirical basis for this 
conclusion is not as firm as might be desired.”'* Even in the 2004 
Handbook of Negotiation and Culture (edited by Michele Gelfand 
and yours truly), individualism versus collectivism dominates the 
chapters on culture. But a review of the research cited in these 
chapters attempting to link individualism versus collectivism to ne- 
gotiation processes and outcomes is disappointing. In the negotia- 
tion contexts of deal making, dispute resolution, and negotiating 
decisions in multicultural teams, I simply do not see evidence of a 
link, beyond a possible difference in the level of self-interest and 
concern for relationships. Only in the negotiation context of social 
dilemmas is there clear research evidence of an effect associated 
with individualistic versus collective cultural differences. In social 
dilemmas, people from collective cultures are more cooperative 
than those from individualist cultures.’ (There will be more about 
this in Chapter Eight.) 

In sum, the cultural value of considering individualism versus 
collectivism does not give us a great deal of leverage in understand- 
ing culture’s effects on negotiation. This may be because individu- 
alism and collectivism do not act in isolation from other elements 
of culture. Psychological culture is an amalgam of values, beliefs, 
norms, and knowledge structures. Just knowing that a culture is 
more or less individualistic does not tell us enough to do more than 
make very general statements about likely behavior in negotiations. 
We have to look at more elements of culture. 


Hierarchy Versus Egalitarianism. The continuum hierarchy ver- 
sus egalitarianism distinguishes between cultures that are differenti- 
ated into closed and inflexible social ranks and cultures in which 
social structure is relatively flat, open, and malleable. In hierarchi- 
cal cultures, social status determines social power, and social power 
generally transfers across situations. In egalitarian cultures, social 
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boundaries are more permeable, and social status may be both 
short-lived and variable across situations. 

Western cultures, especially Northern European nations, tend 
to be egalitarian. As you move south in Europe and on to Africa 
and south from North America to Central and South America, 
culture tends to be more hierarchical. Asian cultures are usually 
classified as hierarchical." 

In a study of multicultural teams, Kristin Behfar, Mary Kern, 
and I found that hierarchical-egalitarian value differences were a 
pervasive challenge, in some cases limiting some team members’ 
participation in negotiating team decisions. A manager reared in 
India told us about being on a team that was trying to standardize a 
process across a U.S. company’s sites in Belgium, Mexico, Canada, 
and the United States. He said, “In India, if you had a senior busi- 
ness person [on the team], just by age you would give them more re- 
spect and the reporting relationships [would stay] pretty much 
intact [even when on a team together]. You don’t call your director 
by his first name. You usually refer to him as Sir XYZ. And I think 
the people in Mexico are also like that to a large extent. I felt like 
they also watch very carefully what they say in terms of who they 
address and how they say it and how forceful they are... . But I 
think that’s asking a little too much of the Americans. . . . their re- 
porting relationships are still there, but when you're in a meeting 
they usually consider everybody as an equal. . . .”!” 

In hierarchical cultures the reluctance to confront higher-status 
people may stem from concern for maintaining and using social 
hierarchies. When conflict does occur in hierarchical cultures, such 
as in the Chapter One example of the American who asked his 
Chinese counterpart for data, the conflict is more likely to be han- 
dled indirectly by a social superior than by direct confrontation." 
When a higher-status third party gets involved in a dispute, that 
party’s decision reinforces its authority without one party having to 
concede to the other, hence losing social status. In contrast, in an 
egalitarian culture, success in direct negotiations can lead to differ- 
entiated status, but not likely to permanent changes in social status, 
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since a negotiated agreement in an egalitarian culture is unlikely to 
be an avenue for setting precedents. 

Within hierarchical cultures, social relations are bound by a web 
of responsibilities and obligations that are mostly absent from egali- 
tarian cultures. For example, in hierarchical cultures social inferiors 
are expected to defer to social superiors, who in return for the power 
and privilege conferred on them by right of their status have an oblig- 
ation to look out for the well-being of lower-status parties.'? No such 
obligations exist in egalitarian cultures. In the 1990s, for example, 
Rubbermaid (now Newell Rubbermaid) was the leading brand-name 
maker of plastic kitchenware and household items such as laundry 
baskets, yet definitely of lower business status than Wal-Mart. When 
the price for the main component in its products, resin, more than 
tripled between 1994 and 1996, Wal-Mart (Rubbermaid’s biggest cus- 
tomer) balked at paying increased prices. When Rubbermaid insisted, 
Wal-Mart relegated the manufacturer’s items to undesirable shelf 
space and used its market power to promote a Rubbermaid rival.” 

The web of responsibility and obligation that engulfs social re- 
lationships in hierarchical cultures reflects a rather fixed distribu- 
tion of power in those cultures. The concept of BATNA is not 
unheard of in hierarchical cultures, but it is much less important 
than determining parties’ relative status, which then translates to 
responsibilities and obligations and the distribution of resources in 
a negotiated agreement.” 

How negotiators from hierarchical cultures determine power is 
sometimes lost on Western culture negotiators. A Brazilian man- 
ager working for a Latin American division of a U.S. company that 
sources a lot of products in Asia told us about a negotiation he at- 
tended on the buyer’s side along with his U.S. boss. On the seller’s 
side sat four Koreans. He says, “In the meetings . . . the Koreans 
were trying to put things very carefully in an ornate manner. And 
this guy (the U.S. boss) didn’t want to know the introductions or 
the small issues. He wanted the issues that were really going to close 
or make or break the business. The Koreans were shocked, as they 
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wanted to go through the small stuff to warm up the negotiation 
first.” No doubt underneath the “small stuff’ in this warm-up to the 
negotiation was information about the company and the products 
that the Koreans thought was important in order to establish their 
status in the negotiation.” 

In contrast, the concept of BATNA fits well with the concep- 
tualization of power in egalitarian cultures. BATNAs are situational 
and flexible. If a negotiator is unhappy with his or her BATNA, he 
or she may be able to improve it. 


Beliefs 


A belief is an expectation. Culture has the very nice effect of help- 
ing cultural members navigate social life without having to negoti- 
ate every move. If I’m in Great Britain, Japan, or Australia with my 
friend Mara, she drives. Mara is Australian, she knows the rules of 
the road for left-side driving, and, more important, she believes that 
the other drivers on those roads also know the rules. Mara’s beliefs 
allow her to anticipate other drivers’ actions and get us safely to our 
destination. In the United States, Europe, or North Africa, I drive. 
In China and India we take taxis. 

Beliefs permeate negotiations: beliefs about the other party’s in- 
terests and priorities; beliefs about their power, be it from status or 
BATNA,; beliefs about their reservation price and about the strate- 
gic choices they are likely to make. 

Beliefs about trust are very important in negotiations because 
they underlie the strategic choice of negotiating distributively or in- 
tegratively. Without trust negotiators are not likely to share informa- 
tion about interests and priorities that is necessary for high net value 
integrative agreements. Trust in negotiation is the willingness to 
make yourself vulnerable to the other party, usually by sharing infor- 
mation.” Quick trust is the belief that the other party is trustworthy 
until he or she proves to be untrustworthy.”* Quick trust is charac- 
teristic of U.S. negotiators. In contrast, slow trust is characteristic of 
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negotiators who wish to build strong relationships prior to sharing 
information in negotiation that might make them vulnerable to the 
other party. Slow trust is the belief that the other party has to prove 
that he or she is trustworthy. In slow-trust cultures, trust and trust- 
worthiness are qualities that are held in great esteem and not easily 
earned, but rather must be built gradually. 

A French lawyer working for an American company told me 
about her company’s interest in developing business in Morocco. 
The company’s area managers identified a Tunisian partner and 
began developing a relationship with him. He wanted assurance 
that the American company was serious, so the area managers 
arranged to bring in the regional European head for a meeting. 
However, the regional manager’s expectations about what was 
going to be accomplished at the meeting were very different from 
those of the potential Moroccan partner. The Moroccan partner 
greeted the regional manager upon arrival, engaged him in social 
conversation, then departed with him for a lunch that took three 
hours and pushed the regional manager up against a flight deadline. 
He was furious; he had come to Morocco to talk business. From his 
perspective, nothing had been accomplished. But the French ob- 
server speculates that the Moroccan partner was also disappointed 
in the meeting because no relationship was built with the high- 
status regional manager.” 

Negotiators from Western cultures may believe that engaging 
in small talk at the beginning of a new negotiation relationship is a 
waste of time. But negotiators from relationship-oriented cultures 
such as Tunisia, an Arabic-speaking, Muslim culture, may use such 
conversation to consolidate knowledge about the extent to which 
the other party is to be trusted. Recall the earlier example about the 
Brazilian observing his American boss trying to get negotiations 
started with the Koreans; small talk may contain important infor- 
mation about power and status that a party is trying to convey. If 
the recipient of the small talk does not understand the subtext, per- 
haps the listener is not worthy of trust. 
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Norms for Directness of Communication 


Norms are standards of appropriate and inappropriate behavior in a 
cultural context. Norms are functional because they reduce the 
number of choices people have to make about how to behave. And, 
like beliefs, norms that provide guidance about how you should be- 
have also provide insight into how others in the culture are likely 
to behave. 

Norms regarding directness or indirectness of communication are 
important when negotiating globally. When people communicate in- 
directly, the same words take on different meanings depending on the 
context in which they are spoken. People in indirect-communication 
cultures (also called high-context cultures) understand each other be- 
cause they share the social context with the speaker. In high-context 
cultures people interpret words together with the context in which 
the words were conveyed. It’s no surprise then that these indirect- 
communication cultures tend also to be collective cultures in which 
people share common social contexts. By contrast, in direct- 
communication cultures information is communicated explicitly; 
meaning is on the surface of the message, not embedded in its 
context. People in direct-communication cultures (also called low- 
context cultures) understand each other because they share a vocab- 
ulary. Although they, too, share a social context they do not need 
to pay attention to that context to interpret a communication. Di- 
rect communication cultures also tend to be individualistic. 

The research by Edward T. Hall and others indicates pretty 
clearly that non-Western cultures (for example Japanese, Russian, 
and Arab cultures) use indirect communication more than West- 
ern cultures, such as Germany, the United States, and Switzerland.” 

Negotiators with experience in Japan know that a Japanese 
‘yes” (hai) doesn’t necessarily mean “yes.” An Indian manager 
working out of Singapore for a Fortune 500 company on an eBusi- 
ness project learned this the hard way. He told us about negotiating 
with team members who were in Japan: 


¢ 
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So... we would fly in there and. . . say, “Okay, this is what . . . the 
businesses priority [is] across Asia, and do the projects in Japan align 
with the same priorities?’ ... and so on .. .What would typically hap- 
pen is... we would pretty much get a “yes,” [and] on the face of it we 
would feel that we got a consensus, [and that] they bought into the 
priorities of the projects and . . . where [the dollars] should be spent 
on these projects... . [W]e thought we achieved a lot . .. However, 
in terms of their actions, we would .. . not see the same, . . . and their 
projects would still be focused on things which we believed . . . the 
Japan team felt were high priority for them. Their spending on the 
projects would continue in the same way. So what we were seeing was 
that we would walk into this meeting, we would have a consensus, 
they would say yes, [but] when we would come back [to Singapore] it 
would not be reflected in their actions.””” 


Determining whether or not parties had an agreement was a 
major challenge that surfaced when Kristin Behfar, Mary Kern, and 
I interviewed members of multicultural teams about the challenges 
they faced. Parties from high-context cultures are frequently simply 


”8 and parties from low-context cultures that 


reluctant to say “no, 
want a “yes” are very good at hearing what they want to hear and 
not very good at interpreting a high-context “yes.” 

Interpreting high- and low-context communication in negoti- 
ations goes beyond understanding when yes means no. If negotia- 
tors are going to reach integrative agreements, they need to share 
information about interests and priorities.” 

The latest research shows that negotiators from low- and high- 
context cultures negotiate in rather different ways.*° Low-context- 
culture negotiators generally use a questioning strategy that culminates 
rather far into the negotiation with a settlement offer that links the 
issues. They ask the other party questions about interests and prior- 
ities, assume that the party is telling the truth, and reciprocate with 
information about their own interests and priorities. As this process 
unfolds during the first half to two-thirds of the negotiation, low- 
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context-culture negotiators slowly build an understanding of the 
trade-offs possible in negotiations, then they start using this infor- 
mation to make offers to capture the trade-offs. In contrast, high- 
context-culture negotiators use a more indirect strategy to gain 
information about the other side’s interests and priorities. The strat- 
egy is to make and receive both single- and multi-issue offers. On 
the surface, this negotiation strategy seems pretty direct: I tell you 
what I want, and you tell me what you want. But the information 
about interests and priorities is not on the surface of the offers; in- 
stead, it is embedded between them. I slowly build an understanding 
of your interests and priorities by drawing inferences about them 
from the way you change my offer. There is much more about how 
to manage these cultural differences in information exchange in 
Chapter Four. 

Low- versus high-context cultural norms not only predispose 
negotiators to use either the questioning or the offer strategy, they 
also may inhibit full understanding of the other party’s interests and 
priorities. The high-context-culture negotiator should be able to 
understand the direct communications of the low-context negotia- 
tor, but the low-context negotiator may not be sufficiently experi- 
enced with high-context communication to draw inferences about 
interests and priorities from a pattern of offers and counteroffers. 
This may be particularly true when issues are offered one at a time, 
rather than in a package. 

Regardless of the research showing that low- and high-context 
cultures respectively favor the questioning and offer strategies, in 
principle, negotiators from low-context cultures should be able to 
use the offer strategy and negotiators from high-context cultures 
should be able to use the questioning strategy. Some psychologists 
argue that all human behaviors are available to people in all cul- 
tures,” it’s just that characteristics of different cultures cue different 
means of fulfilling a social function, such as negotiation. But cul- 
tural psychologists are just beginning to study when culturally nor- 
mative behavior occurs and when it does not.” 
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Knowledge Structures 


A knowledge structure is a cognitive construction. It is an implicit 
theory, a mental model, an actor’s script for a specific domain of 
thought or action. Knowledge structures are important because they 
guide judgments and decisions, and direct actions in specific do- 
mains such as negotiation. Negotiators’ knowledge structures con- 
tain the answer to the question, What does a person like me do in 
a situation like this?” 

It is useful to address knowledge structures at this point of our 
inquiry into culture and negotiation because knowledge structures 
integrate cultural values, beliefs, and norms that are relevant to a 
particular context of negotiation. The question has two parts: “What 
does a person like me do in a situation like this?” Both parts rely on cul- 
ture. A person like me is defined by the context of the psychological 
elements of the values, beliefs, and norms of one’s cultural identity 
group. A situation like this is likewise viewed through a normative cul- 
tural lens: “What is appropriate behavior in this situation?” 

Using cultural values to predict negotiation behavior is pretty 
simple: if you know the value prototype of a culture, you can make 
a straightforward prediction, for example, that the culture is indi- 
vidualistic and therefore the negotiator will only care about his or 
her own interests. (Except, of course, as we discussed previously, 
such predictions are frequently off the mark.) Using knowledge 
structures to predict negotiation behavior is not at all simple. It re- 
quires knowing something about the person’s cultural background 
and about the negotiation situation and how people in a culture 
react to different situations. For example, in a study of managers 
acting as third parties in dispute resolution, U.S. and Japanese third 
parties acted pretty much as one might predict given knowledge 
that the U.S. culture tends to be egalitarian and the Japanese cul- 
ture to be hierarchical. U.S. third parties tended to involve the dis- 
putants in the decision to resolve the dispute regardless of whether 
they were bosses or peers. Japanese third parties tended to make the 
decision to resolve the dispute themselves. But Chinese third par- 
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ties intervened very differently depending on their role as boss or 
peer. When the Chinese were in the role of boss, they acted like the 
Japanese. When the Chinese were in the role of peer, they acted 
like the Americans.* 

Despite being hard to use to make predictions, knowledge struc- 
tures are extremely useful because they integrate multiple influences 
of culture and they take into account characteristics of the negoti- 
ation contexts in which we find ourselves. Knowledge structures 
help us plan our global negotiations and make strategic choices.*® 


Cultural Assumptions 


An assumption is an unproven supposition. Assumptions form the 
broad base of our cultural iceberg (Exhibit 2.1). They are linked to 
cultural members’ knowledge structures and the ideologies under- 
lying cultural institutions. 

Cultural assumptions are widely held by members of a culture. 
Yet many times people are unaware of the assumptions that guide 
their own behavior, only realizing what those assumptions are when 
they try negotiating with someone whose assumptions are different. 
The assumptions in Exhibit 2.3 were articulated by a Japanese soft- 
ware engineer to be used as part of a cultural training program for 
his company, Infosys, a global leader in IT and business consulting. 
(See also “System Modification for Japan” on the CD-ROM.) 

Recognizing differences in fundamental cultural assumptions is 
the first step toward developing a working relationship that re- 
spects and uses those differences. A multicultural team member 
told us what happened when the members of the U.K.-U.S. finan- 
cial services team began working together. He said that the U.S. 
approach to problem solving was to forge ahead and start trying to rip 
apart things and let’s do this and that, whereas the U.K. members of 
the team took a more pragmatic approach: let’s not hurry up, let’s 
think about this. At first these different approaches to problem solv- 
ing generated conflict, but when they didn’t go away, the group not 
only learned to live with their differences but also realized that 
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Exhibit 2.3. Assumptions of 
Indian and Japanese Software Engineers. 


Assumption 


Indian Engineer 


Japanese Engineer 


Self-concept 


Customer 


Words 


Commitment 
Communication 


Expertise 


Teamwork 
Decision making 
Time 


Negotiation 


Silence 


Comprehension 


Rules 


Suggestion 


Risk 
Emotion 


Quality 


Relationship 


I am superior. 


Customer is a partner, 
an adult 


Words are not final. Some 
are less important. 


I cannot say I do not know. 


I talk. 


Iam an expert after ten 
days. 


The team is there for me. 
I make a decision. 
I value my time. 


I convince you. I present 
my position. 


Silence is emptiness of the 
mind. (weakness) 


I focus on the big picture. 


Rule can be applicable. 
Some are less important. 


No. This is a better way. 
I will give you solution. 


Risk is to be managed. 


Emotion is to share. 


I achieve the goal. 
90 percent is completed. 


I spoke to him once. He 
is a friend of mine. 


I am inferior. 


Customer is God or a child 


Words are final. They are 


commitment. 
I cannot say I know. 
I listen. 


I am an expert after ten 
years. 


I am here for the team. 
The team makes a decision. 
I value your time. 


I sympathize with you. I 
represent your position. 


Silence is consolidation of 
the mind. (strength) 


I focus on the details. 


Rule is a rule. No excep- 
tion. All are important. 


Yes but... Maybe, this is 
a better way. How do you 


think? 
Risk is to be avoided. 


Emotion is to hide, or 
explode. 


I achieve the goal. 
120 percent is completed. 


I spoke to him ten times. 
I just know him. 
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Exhibit 2.3. Assumptions of 
Indian and Japanese Software Engineers, Cont'd. 


Assumption Indian Engineer Japanese Engineer 
Schedule It takes five days. There- It takes five days. There- 
fore, it takes a week. fore, it does not take a 
week. 
Explanation It is information. It is an excuse. 
Hierarchy I obey my boss and act I obey my boss, but may 
accordingly. act differently. 
Arguing It adds values. It is It damages the relation- 
enjoyable. ship. It is uncomfortable. 
Information I share any information. I share necessary informa- 
I like quantitative info. tion only. I like qualitative 
info. 


Source: Used with permission of Junichi Yoshida and Infosys. 


their cultural differences provided good checks and balances for 
teamwork. 

In Chapter Seven we'll take up this example again and label the 
teams’ negotiated decision-making process fusion (like fusion cook- 
ing, in which chefs may substitute a spice or sauce or cooking tech- 
nique from an Asian culture in a French or Italian recipe). Fusion 
allows for the coexistence of both culture’s approaches.*” Fusion is 
being discussed seriously now by political scientists and government 
officials who are faced with multicultural populations that desire to 
protect their cultural differences rather than integrate or assimilate. 
Perhaps one of the reasons why Infosys has become “one of the 
jewels of the Indian information technology world”*® is that the 
company is willing to recognize, confront, and negotiate cultural 
differences in order to get work done! 


A Model of How Culture Affects Negotiation 


Exhibit 2.4 illustrates how culture affects a two-party negotiation. 
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Exhibit 2.4. Culture in a Two-Party Negotiation. 


Environment of the Negotiation 


Outcome Interests and 
potential priorities 


Interests and 


priorities 


Culture #1 Outcome Culture #2 


‘ 


Strategic 
behavior 


Pattern of Strategic 
<—-—_——_| 


interaction behavior 


The exhibit shows that negotiators from each culture come to 
the negotiating table with interests and priorities that are culturally 
based. In the negotiation between the Chinese government and 
Lafarge, the Chinese government had three interests: local control, 
updating technology, and uninterrupted delivery of cement. These 
interests and the high priority placed on them compared with sim- 
ply attracting more foreign investment illustrate how culture affects 
interests. Despite rapid economic growth and membership in the 
World Trade Organization, China remains a planned economy; in 
the case of Lafarge, economic planning took precedence over foreign 
investment. Lafarge had two interests entering the Yunnan market: 
speed and profitability. These interests, too, were cultural. Lafarge is 
a for-profit enterprise. Its investments in China are motivated by its 
desire to make money for its shareholders. Lafarge was interested in 
bringing new cement technology to these plants in Yunnan province 
not because it is altruistic but because with new technology pro- 
duction would be more profitable. Note that neither the Chinese 
government nor Lafarge’s interests required that Lafarge own 100 
percent of the cement plants, even though Lafarge set out to do so. 
The fit between negotiators’ priorities and interests is what gener- 
ates potential.” 
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Culture also may affect negotiators’ strategic behavior: their 
confrontational style, their social motivation, and their integrative 
or distributive strategic approach to negotiation. We know a little 
about strategic behavior in the Lafarge negotiation. Lafarge’s initial 
confrontational strategy was direct, motivated by its goal to accu- 
mulate economic capital. It sent financial analysts to Yunnan Prov- 
ince to do due diligence, collecting information that would allow 
Lafarge to develop a target price that would ensure profitability. In 
contrast, leadership of the Chinese cement companies no doubt 
preferred a less direct strategy that engaged first in relationship- 
building with high-level peers from Lafarge. They probably were 
concerned for their jobs. Financial analysts could not provide the 
relationship assurances they were likely seeking. 

Exhibit 2.4 shows that negotiators’ strategies generate a pattern 
of interaction in negotiation. That interaction can be functional 
and facilitate capturing the potential for an agreement; or, as in the 
Lafarge negotiation in Yunnan province, it can be dysfunctional 
and lead to an impasse. 

Exhibit 2.4 illustrates one more important aspect of negoti- 
ating globally: the environment in which the negotiation is em- 
bedded. Environment refers to the context of negotiation and 
encompasses all the pressures and parties who are not at the table 
but nevertheless have an impact on negotiation. In Lafarge’s case, 
the negotiation environment included the fact that China had a 
communist government, that China was engaged in a period of 
rapid growth and development of infrastructure (for example, con- 
structing roads and buildings that require cement), and that the 
commitment to market economics was not uniform throughout 


China. 


Culture and the Negotiation Planning Document 


Chapter One closed with a discussion of strategic planning for ne- 
gotiation. Now that we know more about culture, we can expand 
planning for a negotiation to include culture. 


48 NEGOTIATING GLOBALLY 


We have already discussed how institutional and psychological 
culture affect parties’ interests and priorities. Analysis of cultural 
bases for interests and priorities can be incorporated directly into 
the Negotiation Planning Document. 


Incorporating Cultural Parties. The Negotiation Planning Doc- 
ument can be extended as illustrated in Exhibit 2.5 by adding col- 
umns to represent multiple parties. In the previous section, the 
Chinese party in the Lafarge negotiation was represented as the di- 
rectors of the two Yunnan province cement companies, but it 
would be more correct to represent the Chinese party with three 
faces: the company directors, the Yunnan province government, 
and the central Chinese government. It also may be that the two 
directors have different interests and should be separated for the 
purpose of planning. By adding a column for each party and ana- 
lyzing each of the parties’ positions, interests, and priorities, we in- 
corporate culture into planning for negotiation. 


Incorporating Cultural BATNAs. BATNAs too may be cultural. 
Consider Lafarge’s BATNA to buying 100 percent of the Yunnan 
cement plants. This was China. Buying land and building one’s own 
plant was not an option, but there was the option of entering into 
a rather complex joint venture agreement with a third party from 
Hong Kong. The joint venture ultimately bought 80 percent of the 
cement plants. There are lots of corporate strategic reasons for en- 
tering into joint ventures. In this case, those reasons had to do with 
the economic and political environment of the negotiation. 


Negotiation Strategy and Culture 


Culture should also be on your mind as you make choices about ne- 
gotiation strategy. There is plenty of discussion, but not much formal 
research, concerning cultural differences in direct versus indirect 
confrontation. Negotiators from cultures that are collective—and 
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that engage in slow-trust and high-context communication—tend 
to prefer relationship-building prior to substantive negotiating. 
Since this pattern covers a large part of the world, it may be wise to 
plan to build relationships early when negotiating globally. Lafarge 
will never know whether the structure of its ultimate deal might 
have been better if the company had sent high-level managers to 
Yunnan province to build relationships with the directors of the ce- 
ment companies, and possibly also with local officials. 

Research does not support the idea that negotiators from some 
cultures primarily use integrative strategy and those in other cultures 
primarily use distributive strategy. There are three reasons: first, al- 
though negotiators themselves may have a preferred strategy, research 
indicates that they systematically alternate distributive and integra- 
tive strategies during negotiations. Second, there is substantial vari- 
ation within cultures in the ability to use integrative strategy (and 
variation in how it is used). Third, savvy integrative negotiators can 
direct even diehard distributive negotiators to high joint-net-gain 
outcomes. How to do all these things is covered thoroughly in Chap- 
ters Three and Four. Here, however, let’s look a bit further at what’s 
involved in setting aside one’s own culturally dominant negotiation 
strategies in the interest of getting an agreement. Let’s ask, What are 
the risks in conceding to the other party’s micro-level strategy? 

Micro-level strategy refers to procedural issues such as where the 
negotiation takes place; whether the issues are discussed in a one- 
at-a-time agenda format; who is at the table; and what the nego- 
tiating medium is, for example, face-to-face, conference call, or 
e-mail. Recall the example in Chapter One of the negotiation be- 
tween a U.S. company and a Saudi company in which messengers 
were employed. In further describing that negotiation, Darren Wee 
pointed out that in his previous experience, his company had never 
before negotiated with agents with no authority to make commit- 
ments. He said, “The Saudis wanted a list of questions and points 
that we wanted to cover and they would get back to us preapprov- 
ing some questions and indicating others were not approved. They 
even dictated the seating chart at each meeting and wanted names 
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and positions of all participants. . . .” “We had to concede all the 
process, and a significant amount of value to do the deal.”* Ulti- 
mately, Darren Wee’s company reached an agreement with the 
Saudis with margins that were acceptable to top management. 
Should they have conceded “all the process”? Would they have 
reached agreement if they had not? 

Does making concessions on the micro-level process signal 
weakness? It certainly does signal flexibility and interest in the ne- 
gotiation. It may help build relationships—“Okay, let’s try it your 
way.” However, it may also signal weakness in a hierarchical culture 
in which it may be taken as evidence of deference to a more pow- 
erful party—deference that would be expected to generalize across 
process and outcome. In contrast, the innate flexibility of an egali- 
tarian culture implies that being flexible about the process should 
not necessarily signal substantive weakness. 


A Complex Link 


It would be helpful if the relationships between culture and negoti- 
ation were simple and straightforward, if one could say when in 
Rome use this strategy, when in Beijing use that one. The research 
to date indicates quite clearly that the link between culture and ne- 
gotiation is complex. Look back at Exhibit 2.2 to see again the two 
reasons why this link between culture and negotiation is not 
straightforward: not all members of a culture behave like the cul- 
tural prototype, and cultural profiles overlap. 

A third reason for the complexity of relationship between cul- 
ture and negotiation is that cultures are not composed of single fea- 
tures. Cultures have profiles of features. Single cultural features may 
be more or less important, depending on the profile in which they 
are embedded. Given the state of the research, we can make only 
general statements about single cultural features and negotiation 
strategy. 

A fourth reason why negotiation strategy is not perfectly related 
to culture is that knowledge structures that encompass cultural effects 
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are nevertheless contextually cued: What does a person like me do in 
a situation like this? 

Fifth and finally, there is the influence of the other negotiators 
at the table. Negotiators are quite likely to reciprocate each other’s 
strategies.*! When all negotiators are from the same culture, reci- 
procity reinforces culturally normative negotiation behaviors. When 
negotiators are from different cultures, reciprocity may help nego- 
tiators adjust their strategies to each other, but the resulting negoti- 
ation process may be a fusion of culturally different strategies.” 

Anticipating cultural differences at the negotiation table helps 
negotiators make sense of those differences when they appear and 
adjust their own behaviors to reinforce or to block the other party’s 
strategy. Excellent global negotiators proceed slowly, testing their 
assumptions about what strategy will be effective with the other 
party. They are willing to adjust their use of negotiation strategy to 
achieve their interests. 

The next two chapters develop effective planning and execu- 
tion of a deal-making negotiating strategy in a global environment. 
These chapters rely heavily on data my colleagues and I have col- 
lected working with negotiators around the world as they use their 
culturally normative negotiation strategies to try to create and 
claim value in a challenging negotiation simulation. 


Chapter Three 


Culture and Integrative Deals 


Markets are becoming global at an astonishing rate, as suppliers 
look for new outlets with less competition and buyers look for vari- 
ety in quality and price. North Americans buy South American 
fresh fruits and vegetables. South Americans watch television 
shows and films produced in North America. People in developing 
countries sew the shoes, footballs, and clothes used by consumers at 
their leisure in developed countries. Engineering-construction com- 
panies compete for contracts to build infrastructure in developing 
countries. Corporations are merging to realize global efficiencies 
that come with size. All these transactions involve negotiating 
globally. 

Global deals are being done. Why then be concerned about ne- 
gotiating globally? There are three reasons. First, some deals turn 
out poorly because in the rush to go global, negotiators fail to pay 
attention to their alternatives and lack clear standards for evaluat- 
ing global deals. Second, opportunities are being lost because nego- 
tiators assume that bargaining is bargaining regardless of culture. 
Third, money is being left on the table either because negotiators 
do not know how to negotiate integrative agreements or because 
they are unable to do so when negotiating across cultures. Informa- 
tion is crucial to the search for integrative agreements, and nego- 
tiators from different cultures handle information rather differently. 
Skilled negotiators can avoid making poor global deals by paying at- 
tention to standards for evaluating global deals and by learning how 
culture affects the path to distributive outcomes and integrative 
agreements. 
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This chapter introduces Cartoon, a negotiation simulation that 
we have used extensively for the past ten years to help managers 
around the world evaluate their negotiation skills. The simulation 
also provides a sort of laboratory for us to study the strategies and 
outcomes of negotiators from different cultures. This chapter will 
take you in-depth into the process of negotiating high net value in- 
tegrative deals. When you have finished reading about the Cartoon 
exercise, test your skills with the case “A Scandinavian Scare,” 
which is on the CD-ROM. By the end of the chapter we will be an- 
alyzing cultural differences in negotiating integratively. 

Before we talk about Cartoon, let’s look a bit further at criteria 
for deciding whether deals are good or bad. 


Three Criteria for Good Deals Versus Bad Deals 


You're already familiar with the first criterion, net value. The sec- 
ond is the transaction costs of negotiating, including developing 
relationships. The third involves the long-term realization of an- 
ticipated gains. 


Net Value for Both Parties—Joint Gains 


Recall from Chapter One that a net value deal is one that is better 
than the negotiator’s best alternative if no agreement is reached at 
the negotiating table. Negotiators need to be concerned about joint 
gains—their own and the other party’s net value—for two reasons. 
First, an offer that produces net value for one negotiator and not the 
other will not generate a deal. Second, when negotiators fail to pay 
attention to the other party’s net value, they leave money on the 
table that no one gets. Why is this so, you may ask? The short an- 
swer is that when negotiators fail to pay attention to each other’s 
interests and to incorporate those interests into offers that trade off 
positions on low-priority issues for positions on high-priority issues, 
they do not take advantage of the maximum potential in their deal. 
The example developed in this chapter illustrates leaving money on 
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the table. It also explains how to use strategy in global negotiations 
to generate high individual and joint net value deals. 


Transaction Costs of Negotiating and Relationship Building 


Transaction costs are the time, money, and energy consumed when 
negotiating. Negotiating globally is likely to generate higher transac- 
tion costs than negotiating domestically. New business relationships 
almost always call for face-to-face negotiations. When partners are 
from different parts of the world, negotiations may require substantial 
investments of time and money. 

High transaction costs can be justified, but only if good deals get 
done. But the opposite situation too often occurs: negotiators get en- 
gaged in protracted negotiations, unsure whether they should cut 
their losses and get out or continue to try to work with the other 
party. As a general rule, in direct confrontation cultures such as the 
United States, the more time and energy it takes to negotiate the 
deal, the less net value there is likely to be in the deal. But this rule 
of transaction costs may not hold in cultures in which great empha- 
sis is placed on building relationships. Then, the time spent building 
relationships ultimately may pay off in high net value deals. 

Good management of transaction costs is illustrated by the way 
the artist Christo and his wife, Jeanne-Claude, have negotiated 
with private and public officials around the world for permission to 
mount projects that usually involve large amounts of public space 
and fabric.! These installation artists negotiated off and on with 
New York City for more than two decades before installing more 
than 7,500 saffron fabric-draped gates in New York’s Central Park 
in February 2005. While waiting for New York City to say yes, 
Christo and Jeanne-Claude surrounded eleven islands in Biscayne 
Bay with pink fabric, wrapped the Reichstag with gold fabric (his 
offer was turned down twice before the German government came 
to him), and installed miles of blue parasols in Japan and yellow 
ones in the United States. These artists understand the transaction 
costs of negotiating and that building relationships takes time. They 
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also understand the value of their time, and are willing to put a 
project aside, though not necessarily abandon it forever, when the 
transaction costs mount too high. 


Long-Term Realization of Anticipated Gains 


The purpose of deal making is not just to generate a net value deal 
but to realize long-term gains. Many aspects of deals are unpredict- 
able. Markets get misread in the rush to gain access to new consum- 
ers. Political, economic, social, and technological environments 
change. So do aspects of cultures. This means that some deals that 
seemed to generate net value when agreement was reached fail to 
produce anticipated actual gains. Companies then have two choices: 
they can commit more resources to the problem or cut their losses 
and get out. Committing more resources requires dispassionate ev- 
idence that the situation will turn around with more resources. 
There is strong research evidence that at least Western culture de- 
cision makers and negotiators get overcommitted to even obviously 
losing courses of action. They are reluctant to admit they were 
wrong, and they believe they can turn situations around.’ Getting 
out requires being willing to admit to having made a mistake. Wal- 
Mart does not make many mistakes, but it cut its losses and closed 
its businesses in South Korea and Germany in the second quarter of 
2006 because it was unable to capture sufficient market share in ei- 
ther culture.’ 


The Link Between Net Value Deals and Long-Term Gains 


It seems obvious that if you negotiate a negative net value deal you 
are not going to produce long-term gains. But as the Internet and 
telecommunications bubbles illustrated, managers caught in the ex- 
uberance of potential market growth sometimes forget that no 
amount of volume compensates for negative-margin deals. You 
might fool the markets in the short term—Enron certainly did— 
but you cannot fool them forever. Barring an unpredicted event, 
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such as currency fluctuation in your favor, if you negotiate a nega- 
tive net value deal you are not going to produce long-term gains. 

Being an excellent negotiator means being able to walk away 
from a deal when net value and long-term gains are in doubt. For ex- 
ample, in May 2001 Henry Schacht, chairman of Lucent, walked 
away from a potential merger with Alcatel. Lucent is a U.S. com- 
pany that designs and delivers systems and software for communica- 
tions networks. Alcatel is a French company that provides voice, 
data, and video communications applications. Their planned merger 
in 2001 was estimated to potentially save the two companies $4 bil- 
lion in annual costs on combined sales of roughly $50 billion. After 
seemingly friendly and successful negotiations Schacht called off 
the deal ostensibly over board representation. However, the real 
reason may have been uncertainty about Alcatel’s financial situ- 
ation. The day after merger talks ended, Alcatel issued an “un- 
expected and severe” profit warning amounting to a $2.57 billion 
second-quarter loss. Presumably, Schacht was concerned that put- 
ting together two weak companies would jeopardize the combina- 
tion in the long term.’ 

Fortunately, the 2006 end of this story also illustrates the value 
of relationships built during the 2001 negotiations. In April 2006 
Alcatel and Lucent announced a merger agreement. Serge Tchuruk, 
chairman and CEO of Alcatel, who led the 2001 negotiations with 
Lucent, came back to Lucent with a new offer. This one was ac- 
ceptable to Lucent’s board and chief, Patricia Russo, who then be- 
came the CEO of the merged companies. 


Cartoon: A Simulation for Studying 
Deal-Making Negotiation Behavior 


One of the best ways to learn about negotiation is to put yourself in 
a simulation and negotiate. When we teach managers negotiation 
skills, we do not start off telling them how to negotiate. We assign 
them a role, as buyer or seller, and an opposite role partner. We give 
buyers and sellers some confidential information about the issues to 
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be negotiated, as well as interests and priorities, and each has infor- 
mation about his or her alternatives. We give everyone time to pre- 
pare and a quiet place to negotiate. We encourage participants to 
use what they already know about negotiating to see how far their 
current skills take them. We tell them we will post everyone’s re- 
sults, and we often ask them to make an audiorecording, for us to 
listen to and for them to take home and evaluate after the course. 

A simulation is a very good way to evaluate your negotiation 
skills and identify areas for improvement, because what is being ne- 
gotiated is a constant, making how it is negotiated the only variable. 
Few deal makers get the same deals, and few use the same strategies. 
By looking at all the different deals that are reached and discussing 
all the different strategies that were used, negotiators can gain a lot 
of insight into their own negotiating strengths and weaknesses. 

For the same reason that simulations provide an excellent source 
of feedback, they also provide a very good way to learn about how 
people from different cultures negotiate. When my colleague Tetsushi 
Okumura and I began to study deal-making negotiations across cul- 
tures, we changed the product in a preexisting deal-making simula- 
tion’ to a cartoon because cartoons are produced in many different 
countries and are quite easy to sell in the global marketplace be- 
cause dubbing in a new language is inexpensive. 

The negotiation involves a film company as seller anda TV sta- 
tion as buyer and concerns the rights to broadcast one hundred 
episodes of a half-hour animated cartoon called Ultra Rangers (think 
of a racially heterogeneous team of high school students who call on 
supernatural powers to save the earth from danger). 

Managers around the world find the Cartoon simulation chal- 
lenging. Most get deals that are better than their BATNAs, but 
most of those deals leave a minimum of $1 million on the table. Ne- 
gotiators from some cultures leave closer to $1.5 million of un- 
claimed value. With a clearer understanding of the fundamentals of 
integrative and distributive negotiation, they might have negoti- 
ated a better deal. 
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The rest of this chapter uses Cartoon to illustrate integrative 
negotiation and what negotiators must do to realize integrative po- 
tential and avoid leaving money (value) on the table. There is some 
data on culture and outcomes in this chapter, but Chapter Four 
takes Cartoon globally, discussing in more detail how managers 
from different cultures negotiate deals with integrative potential. 

All deal-making negotiations require the distribution of re- 
sources; some, like Cartoon, provide the opportunity to integrate as 
well. Attempting to integrate is important in two ways. First, if you 
do not integrate there may be no deal, or no satisfactory deal (recall 
my pumpkin rind-seed deal with Mme. Petit in Chapter One). Sec- 
ond, if you don’t integrate you will leave value on the table from 
which no one profits. No negotiator intentionally leaves value on the 
table. Some do it unintentionally because they don’t believe there is 
any further value to be had. But in most negotiations there are mul- 
tiple issues, and in most the opposing parties’ priorities are not the 
same across all issues, so in most negotiations there is potential inte- 
erative value. Other negotiators leave value on the table because they 
do not know how to identify that value. Still others avoid sharing the 
information necessary to create integrative value, because they fear 
that sharing will make them vulnerable to the other party. 

As you learn about the Cartoon negotiation simulation, you 
will see how to analyze a negotiation for its integrative value. You 
will also see how integrative skills apply to contingent contracts, 
which are sometimes useful when the time comes to determine how 
to distribute value. 


Analyzing the Cartoon 
Negotiation for Integrative Value 


Exhibit 3.1 puts together the confidential information that we pro- 
vide the buyers in Cartoon with the confidential information that 
we provide the sellers. There are three issues in Cartoon that must 
be negotiated if agreement is to be reached: 
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1. Price per episode. How much the buyer is going to pay for the 
right to show the Cartoon episodes 


2. Runs-per-episode adjustment. How much showing each episode 
more or less frequently will cost or save the buyer and seller 


3. Financing costs or savings. How much financing the purchase 
over time will cost or save the buyer and seller 


Note that buyers and sellers are given price aspirations and lim- 
its, and that the limits of $35,000 (the least the seller will take per 
episode) and $60,000 (the most the buyer will pay per episode) pro- 
vide a very large bargaining range for agreement. Negotiators are 
given various options of four to eight runs and the cost or savings 
associated with each. The financing calculation is somewhat more 
complicated, but again buyers and sellers are given the options of 
paying 100 percent of the cost up-front versus financing some of the 
cost over years 1—5. 

Exhibit 3.1 also shows that there is second cartoon, Strums 
(think of small imaginary creatures whose antics entertain young 
children), that can be included in the deal but is not required. For 
the one hundred episodes of Strums, negotiators are given a reser- 
vation price. Buyers cannot pay more than $20,000 per episode of 
Strums because they can get alternative programming for that price. 
Sellers cannot take any less than $10,000 per episode of Strums be- 
cause they have another purchaser who has offered that amount. As 
we learned in Chapter One, the reservation price is based on the 
BATNA. 

The final information in Exhibit 3.1 is about ratings. A rating 
in industry jargon is the percentage of all TV households watching 
a particular show (number of households watching divided by total 
number of TV households). The information about the different 
ratings from 2—3 to 6-7 was generated by the negotiators’ compa- 
nies and is the likelihood that the show will receive a particular 
level of rating in the buyer’s local market. 
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Exhibit 3.1. Preferences in Cartoon. 


Issue Buyer Seller 
Revenue $8.4 million na 
Price per Episode 
Limit $60,000 $35,000 
Aspiration $30,000 $70,000 
Runs-per-Episode Adjustment 
4 $(1,680,000) $500,000 
5 $(840,000) $250,000 
6 $0 $0 
7 $840,000 $(250,000) 
8 $1,680,000 $(500,000) 
Financing Savings or Cost 
Year 1 10% 20% 
Year 2 20% 35% 
Year 3 30% 50% 
Year 4 40% 60% 
Year 5 50% -70% 
Strums 
Reservation Price $20,000 $10,000 
Ratings (Estimated Likelihood)* 
2-3 20% 10% 
3-4 50% 10% 
4-5 10% 10% 
5-6 10% 50% 
6-7 10% 20% 
BATNA $3.0 million $2.5 million 


“A rating point is the percentage of all TV households watching a particular show 
(number of households watching divided by total number of TV households). 


Source: J. M. Brett and T. Okumura, based on the Moms.com exercise by A. E. 
Tenbrunsel and M. H. Bazerman. In J. M. Brett (ed.), Negotiation, Teamwork, and 
Decision-Making Exercises (compact disk) (Evanston, IIl.: Dispute Resolution 
Research Center, Northwestern University, 2006). Reprinted by permission. 
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Integrative potential in deal-making negotiations is embedded 
in the differential interests and priorities of the buyer and seller. To 
find the integrative potential in Exhibit 3.1, look at the “Runs-per- 
Episode Adjustment” and “Financing Savings or Cost” rows. Notice 
that the buyer gains significant revenue from showing Ultra Rangers 
more than six times, because the buyer receives advertising revenue 
each time an episode is shown. By contrast, the seller loses future rev- 
enue if Ultra Rangers episodes are shown too many times, because 
after many showings interest in Ultra Rangers may wane, and the 
seller may not receive as much the next time it is sold in that same 
market. However, the estimated loss to the seller is much less than 
the estimated gain to the buyer. Of course, the negotiators do not 
know each other’s interests unless they share this information. 

Now look at the “Financing Savings or Cost” row. This infor- 
mation indicates that the cost of capital is different for the buyer 
and the seller. Here the seller is more sensitive to financing than the 
buyer is. The buyer would like to put off paying for Ultra Rangers as 
long as possible, but the seller really needs the cash at the time of 
the sale. 

Exhibit 3.2 plots buyers’ and sellers’ net values for three differ- 
ent agreements or outcomes. Outcome A illustrates money being 
left on the table—$1.7 million to be exact! The price per episode 
for outcome A is $46,000, the parties agreed on six runs, and 25 
percent of the purchase price was paid immediately, with the rest 
paid annually in three equal parts. The net value for the buyer is 
$1.5 million and for the seller, $0.9 million. Joint gains are $2.4 mil- 
lion. Exhibits 3.3 and 3.4 show the math for figuring the buyer’s and 
seller’s net value for outcome A. 

Now look at outcomes B and C in the graph in Exhibit 3.2. 
Both outcomes B and C move the runs and financing to the ex- 
tremes: eight runs and 100 percent of the money paid up-front. 
Outcomes B and C both generate $4.10 million in joint gains 
(buyer’s net value plus seller’s net value) and so are better than out- 
come A. Negotiators have created integrative value by trading off 
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Exhibit 3.2. Net Values in Three Different Cartoon Outcomes. 


Net Values 
Outcome for Buyer/Seller Joint Gains _ Price Runs Financing 
A $1.5/$0.9 $2.4 $46,000 6 25% years 0-3 
B $1.6/$2.5 $4.10 $55,000 8 100% year 0 
C $3.1/$1.0 $4.10 $40,000 8 100% year 0 
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Buyer’s Net Value (in millions of dollars) 


low-priority issues for high-priority issues. In fact, any agreement for 
eight runs and all the money up-front could be plotted on the B-C 
line in Exhibit 3.2. 

Note too that both outcome B and outcome C are slightly bet- 
ter in terms of net values for buyer and seller than outcome A. B is 
better than A for the seller by $1.6 million and for the buyer by $.1 
million. The reverse is true for C. C is better than A for the seller 
by $.1 million and better than A for the buyer by $1.6 million. 
Thus, both parties should be willing to choose either B or C over A. 
Of course the seller will prefer B and the buyer will prefer C. 

Exactly where on the B-C line the agreement falls depends on 
how the integrative value is distributed, and this depends on what 
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Exhibit 3.3. Buyer’s Outcome A for Cartoon. 


Offer: $46,000 per episode, 6 runs, financing 25 percent up front and 25 percent 
equal payments in Years 1-3. No runs adjustment. 


Revenue 
= Expected Revenue + Runs Adjustment 
= $8.4 million + $0 
= $8.4 million 


Price of Cartoon 
= $46,000 per episode x 100 


= $4.6 million 
Payments Savings Calculation: 
Percent Amount Paid Savings Savings 

Year Paid ($ million) (%) (million $) 
) 25% $1.15 0 0 
1 25% $1.15 10% $0.115 
2 25% $1.15 20% $0.230 
3 25% $1.15 30% $0.345 

Total: $0.69 


Payment Savings 


= $0.69 million 


Net Price of Cartoon 
= Price of Cartoon — Payment Savings 
= $4.6 million — $.69 million 
= $3.91 million 


Net Profit of Cartoon 
= Revenue — Net Price + Other 
= $8.4 million — $3.91 million + $0 
= $4.49 million 


Net Value of the Agreement 
= Net Profit - BATNA 
= $4.49 million — $3.0 million 
= $1.49 million 
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Exhibit 3.4. Seller’s Outcome A for Cartoon. 


Offer: $46,000 per episode, 6 runs, financing 25 percent up front and 25 percent 
equal payments in Years 1-3. No runs adjustment. 


Revenue 
= $46,000 per episode x 100 
= $4.6 million 


Financing Cost Savings Calculation 


Percent Amount Paid Savings Savings 
Year Paid ($ million) (%) ($ million) 
0 25% $1.15 0% $0 
1 25% $1.15 20% $0.23 
2 25% $1.15 35% —$0.4025 
3 25% $1.15 50% —$0.575 


Total: —$1.2075 


Financing Cost Savings 
= $1.2075 million 


Net Revenue from Cartoon 
= Revenue — (Costs + Other) 
= $4.6 million — ($1.2075 million + $0) 
= $3.3925 million 


Net Value of the Agreement 
= Net Revenue —- BATNA 
= $3.3925 million — $2.5 million 
= $0.8925 million 


price per episode the parties agree to. In outcome B, the price of 
$55,000 per episode results in a deal that is better for the seller than 
the buyer. In outcome C, the price of $40,000 per episode results in 
a deal that is better for the buyer than the seller. Exhibit 3.2 makes 
clear that deal makers need to be concerned about integrative 
value, or they will end up with a deal like outcome A that leaves 
money on the table. Exhibit 3.2 also makes clear that deal makers 
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need to be concerned with distributive outcomes or, as illustrated 
by the case of the seller in outcomes A and C, all or most of the in- 
tegrative value will go to the buyer. 

There is another source of integrative value in the Cartoon sim- 
ulation. Buyers and sellers have compatible interests in a second an- 
imated cartoon series—one hundred episodes of Strums. The seller 
would also like to sell Strums, and the buyer has an available time 
slot for another cartoon. Exhibit 3.1 shows that the buyer has a 
reservation price for Strums of $20,000 per episode. 

The seller’s reservation price is $10,000 per episode. Although 
it is not necessary to include Strums in a deal for Ultra Rangers, if 
the negotiators can agree to a price within the range of their res- 
ervation prices, Strums adds $1 million in integrative value to be 
distributed.° 

Recall that adding the runs-financing trade-off in Exhibit 3.2 
added $1.7 million in additional revenue to be shared. Exhibit 3.5 il- 
lustrates the $1 million effect of adding Strums at a price of $15,000 
per episode. Maximum joint gains in Cartoon is $5.1 million. AL 
though there is nothing “right” about splitting the difference, the ex- 
ample makes it easy to see that the effect is to add $500,000 to each 
party’s net profit. If the price were lower, say, $12,000 per episode, the 
buyer would gain more, $0.8 million, and the seller less, $0.2 million. 


Negotiating Across Cultures: 
The Cartoon Outcome Study 


Just how well do managers negotiating Cartoon do in terms of cre- 
ating and claiming value? Getting cross-cultural negotiation data is 
particularly difficult because negotiators need to speak a common 
language and be face-to-face. However, our research has let us gather 
such data. The following describes what we’ve found in the course 
of what we call our “Cartoon Outcome Study.” 

Over the past ten years my colleagues and I have been collect- 
ing data on managers’ strategies and outcomes when they negotiate 
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Exhibit 3.5. Net Values Adding a Compatible Issue. 


Net Values for 
Outcome —_ Buyer/Seller Joint Gains __ Price Runs Financing Strums 
A $1.5/$0.9 $2.4 $46,000 6 25% years 0-3 
B $1.6/$2.5 $4.10 $55,000 8 100% year 0 
C $3.1/$1.0 $4.10 $40,000 8 100% year 0 
D $2.1/$3.0 $5.10 $55,000 8 100% year 0 $15,000 
E $3.6/$1.5 $5.10 $40,000 8 100% year 0 $15,000 
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Cartoon as the first exercise in their negotiation training workshop. 
Our database includes managers from Brazil, China (PRC), France, 
Germany, Hong Kong, India, Israel, Japan, Russia, Thailand, and 
the United States. These managers all have ten or more years of 
work experience and they are interested in improving their negoti- 
ation skills! We use a very standard and brief introduction to the 
class that tells them what to expect, but not how to negotiate. Then 
we give them a role, time to prepare and an opposite role partner 
with whom to negotiate. They have seventy-five minutes to nego- 
tiate, and we are strict about the time. 
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Distributive and Integrative Outcomes 
Within and Across Cultures 


Exhibit 3.6 shows buyer, seller, and joint gains in Cartoon for ne- 
gotiations within cultures. The buyer gains are the lighter lower 
part of each bar and the seller gains are the darker higher part of 
each bar. Let’s look first at individual gains for buyers and sellers, 
and then turn to joint gains. 


Individual Gains. On average across cultures, buyers and sellers 
split the resources in Cartoon 50—50. There are significant between- 
culture differences.’ For example, French buyers claim about 58 per- 
cent of the value, whereas Thai buyers claim about 44 percent, and 
Hong Kong buyers claim 43 percent. Value claiming in real-world 
negotiations is largely a function of BATNA, which in turn is a func- 
tion of the market. When there are many sellers, buyers’ BATNAs 
are good and buyers should, other factors being equal, claim propor- 
tionately more value. The opposite should be true when there are 
many buyers and few sellers. The data suggest that in the Cartoon 


Exhibit 3.6. Individual and Joint Gains Within Cultures. 
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simulation, the case writers were successful in balancing the power 
distribution between buyer and seller. 


Joint Gains. The joint gains in Exhibit 3.6 are far more interesting 
to interpret than are the individual gains. The joint gains are repre- 
sented by the height of the bars in the exhibit. Recall that maximum 
possible joint gains are $5.1 million. On average everyone leaves 
money on the table! Across cultures, average joint gains were $3.808 
million. There are significant statistical differences between cul- 
tures.’ Some things to notice: first, there is no U.S. hegemony in ne- 
gotiating integrative agreements. U.S. managers negotiate about the 
same level of joint gains as managers from Brazil, Germany, Israel, 
and Japan. The Hong Kong Chinese, the Russians, and the Indians 
have the most difficulty negotiating joint gains. The major reason is 
that negotiators from these cultures tend to leave Strums for a later 
meeting. They view meeting again to negotiate Strums as a fine op- 
portunity to build their relationship. You can see this in Exhibit 3.7, 
which shows the percentage of negotiators who included Strums in 


Exhibit 3.7. Percentage Including Strums by Culture. 
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their agreement (Hong Kong Chinese, 38 percent; Indians, 36 per- 
cent; and Russians, 24 percent). Recall that including Strums in the 
deal adds $1 million in joint value, so even with a cultural reason for 
leaving Strums off the table, negotiators from some cultures had a 
much more difficult time finding the trade-offs in Cartoon than did 
others. Look at the joint gains for the Chinese ($3.56 million), the 
Hong Kong Chinese ($3.19 million), the Indians ($3.07 million), 
and the Russians ($3.37 million). 

In the first edition of this book it was the Israelis who were the 
most successful in negotiating joint gains. Six years later, the Israelis 
are still performing very well in the Cartoon exercise, but they are 
not performing better than their counterparts from Brazil, Germany, 
Japan, or the United States. Notice that of these high-performing 
cultures, the German negotiators are including Strums only about 55 
percent of the time, compared to over 72 percent in the other high- 
performing cultures. This suggests the Germans get the trade-off 
award in this edition! 


Cross-Cultural Individual and Joint Gains 


The cross-cultural data in Exhibit 3.8 come mostly from managers 
participating in the EMBA program at the Kellogg School of Man- 
agement and from a special program we ran with Kellogg alums and 
Japanese managers working in the greater Chicago area for Japan- 
ese firms. 

The cross-cultural data indicate that the biggest challenge 
crossing cultural boundaries was primarily between Japan and the 
United States, where gains were $3.5 million compared to an av- 
erage of $4.0 million across all intercultural negotiation groups. 
We have analyzed these U.S.-Japan data rather extensively. The 
data were collected at two separate sessions about a year apart. 
Japanese participants had the materials in Japanese translation as 
well as in English. U.S. participants were primarily Kellogg alums, 
many of whom had had a course in negotiations! My colleague 
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Exhibit 3.8. Individual and Joint 
Gains in Between—Culture Negotiations. 
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Tetsushi Okumura and I watched these negotiations carefully; the 
negotiations were not acrimonious! Just the opposite, everyone was 
being so polite that they seemed to be engaged in satisficing; that is, 
they accepted an offer as soon as it was better than their reservation 
price, rather than pushing for net value or joint gains. Negotiators 
both left Strums out of the deal and failed to trade off runs and 
financing. 

The other interesting finding in Exhibit 3.8 is what happens to 
the Hong Kong Chinese when they negotiate with the U.S. nego- 
tiators. Recall from Exhibit 3.6 that within culture, Hong Kong 
Chinese negotiators created on average $3.18 million in value, and 
only 38 percent included Strums. Exhibit 3.8 shows that when they 
negotiate with Israeli or U.S. managers, the value they create is in- 
distinguishable from the cross-cultural U.S.-Israeli or the U.S.- 
German negotiations, which average $4 million. The Hong Kong 
Chinese were able to adjust in the intercultural negotiations in 
ways that the Japanese were not. 
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Contingent Contracts 


There is one more source of value to analyze that is embedded 
within the structure of the Cartoon negotiation. This is distributive 
value associated with a better- or worse-than-expected future that 
can be captured by a contingent contract. It does not represent any 
increased integrative value for the deal as a whole, but it affects the 
distribution, and developing a contingent contract requires apply- 
ing integrative negotiating skills. 

A contingent contract is an agreement to change the negoti- 
ated outcome in a specific way on the basis of the occurrence of a 
future event. In Cartoon, a contingent contract can be based on the 
buyer’s and seller’s differing expectations of future ratings the series 
will receive, and the ratings’ effects on advertising revenue. The rat- 
ings information in Exhibit 3.9 shows that the buyer is pessimistic 
about the ratings, anticipating with a 50 percent likelihood that the 
ratings will be on the order of 3 and 4. The seller (Exhibit 3.10) is 
more optimistic, anticipating with a 50 percent likelihood that the 
ratings will be between 6 and 7. 


Exhibit 3.9. Net Advertising Revenue 
Calculations in Cartoon—Buyer’s Perspective. 


Ratings Likelihood Net Advertising Revenue 
2-3 20% $7 million 
3-4 50% $8 million 
4-5 10% $9 million 
5-6 10% $10 million 
6-7 10% $11 million 


Expected-value calculation: Assuming that each episode will be run six times, the 
buyer’s overall estimate of the net advertising revenue from the series is calculated 
as follows: 
(0.20 x $7 million) + (0.50 x $8 million) + (0.10 x $9 million) + 
(0.10 x $10 million) + (0.10 x $11 million) = $8.4 million. 
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Exhibit 3.10. Net Advertising Revenue 
Calculations in Cartoon—Seller’s Perspective. 


Ratings Likelihood Net Advertising Revenue 
2-3 10% $7 million 
3-4 10% $8 million 
4-5 10% $9 million 
5-6 50% $10 million 
6-7 20% $11 million 


Expected-value calculation: Assuming that each episode will be run six times, the 
seller’s overall estimate of the net advertising revenue from the series is calculated 
as follows: 


(0.10 x $7 million) + (0.10 x $8 million) + (0.10 x $9 million) + 
(0.50 x $10 million) + (0.20 x $11 million) = $9.6 million. 


The buyer anticipates that it can sell $1 million of advertising 
for each rating point. Exhibit 3.9 shows that the buyer’s overall es- 
timate of the net advertising revenue for the series is $8.4 million. 
This is simply an expected value calculated as shown in the exhibit. 

If we use the same math but insert the optimistic seller’s esti- 
mates of the likelihood of each rating category, the expected rev- 
enue using the seller’s expected ratings is $9.6 million. If the seller 
is correct, the buyer’s revenue will be $1.2 million greater than was 
anticipated at the time of the negotiation. Exhibit 3.10 illustrates 
this calculation. 

The seller would like to share this additional revenue if it ma- 
terializes. The seller proposes a contingent contract: if the ratings 
are greater than 5, the buyer will pay the seller an additional $1 mil- 
lion. The buyer, still conservative and not expecting to have to pay, 
agrees, provided the seller will provide a $1 million rebate if the rat- 
ings come below 4. Exhibit 3.11 shows how each side calculates its 
expected value for this contingent contract. But this is only one of 
many possible contingent agreements that could be made on the 
buyer and seller’s different expectations of ratings in Cartoon. 
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Exhibit 3.11. Example of a Contingent Contract. 


If ratings are < 4, Buyer receives $1 million rebate from seller. 
If ratings are > 5, Buyer pays $1 million surcharge to seller. 
Expected Value: 

Buyer .7($1MM) + .1($0) + .2(-$1MM) = $500,000 
Seller .2($-1MM) + .1($0) + .7($1MM) = $500,000 


By this time, you may recognize clearly why negotiating contin- 
gent contracts requires integrative negotiation skills: these contracts 
are built on expected differences; the same type of information re- 
quired to integrate is required to make bets contingent on future 
events. 

As we noted earlier, contingent contracts affect distribution 
value; they do not increase integrative value. In the example from 
Cartoon, no new value was created. The contract simply shared 
with the seller value resulting from greater demand for Ultra Rangers 
than the buyer anticipated. Without the contingent contract, if the 
ratings came in at 5 or above, the buyer would have kept all the ad- 
ditional advertising revenue. Why, then, would the buyer enter into 
such a contract? Possibly because the buyer could negotiate a lower 
price per episode, if willing to share advertising revenue with the 
seller in the event of such high ratings. If the seller really believes 
his own analysts, the contingent contract would be equivalent to 
receiving $50,000 per episode rather than the $40,000 per episode 
in, for example, alternative C in Exhibit 3.5. 

Both risk and challenge are involved in negotiating contingent 
contracts. The risk is that the factor on which the contract is con- 
tingent is not objective. (Ratings in our example are reported by a 
third party.) When negotiations are cross-cultural and companies 
have different accounting methods, finding an objective factor on 
which to make contracts contingent may be difficult. When con- 
tingent factors are not objective, parties can legitimately have dif- 
ferent opinions on whether or not the contract has been met, and 
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a dispute can ensue. In general, it is unwise to negotiate a deal that 
you fear may generate future disputes. 

Relatively few managers negotiating Cartoon incorporate con- 
tingent contracts in their deals. Even when buyers and sellers rec- 
ognize that they have different priorities among the issues, they 
almost always fail to recognize that they also have different expec- 
tations of the ratings. 


Moving Through the Normal Stages of Negotiation 


Preparing to negotiate requires analyzing what is negotiable—not 
just what issues have to be in the deal, but what issues can be in the 
deal. That’s what this chapter has been largely about. The Negoti- 
ation Planning Document introduced in Chapter One can serve as 
a guide, recording what is negotiable and helping you identify in- 
tegrative potential. Once preparation is done, of course, you must 
execute a negotiation strategy to capture that value and distribute 
it. Executing a strategy through the stages of a negotiation is the 
theme of Chapter Four. This section simply introduces the general 
rationale for discussing negotiation in terms of stages. 

Negotiations normally move through stages, each with a char- 
acter of its own. Even in negotiations as short as the Cartoon sim- 
ulation there are identifiable stages. In negotiations that stretch 
over weeks or months it is relatively easy to see movement from one 
stage to another as negotiators change from an emphasis on dis- 
tributive to integrative strategy and vice versa. 

The Arcelor-Mittal Steel merger talks that were described in 
Chapters One and Two provide a real-world example of a negotiation 
moving through stages. It was face-to-face meetings between lower- 
level executives that helped restart negotiations after five months of 
acrimony, finally leading to a merger valued at €26.5 billion. These 
meetings, led by the two companies’ chief financial officers, were set 
up after Lakshmi Mittal wrote the Arcelor board providing new in- 
formation about Mittal’s status and vision for the combined compa- 
nies. The first face-to-face meeting discussed technical questions 
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related to the business plan. Then Lakshmi Mittal responded 
quickly in writing to the Arcelor board. With those questions re- 
solved, the two negotiating teams met several more times, ulti- 
mately reaching the conclusion that “we do have a common vision, 
a common industrial plan, and we can realize these synergies,” ac- 
cording to Aditya Mittal, who was the Mittal team’s lead negotia- 
tor and CFO of the company.’ Notably missing from the podium 
when the chairmen of the two companies announced the merger 
was the Arcelor CEO Dollé. When publicly rejecting Mittal’s first 
offer, Dollé had used French slang roughly translated as “monkey 
money,” which was widely viewed as a racial slur. He also tried to 
engineer a competing offer from Severstal to block Mittal, an offer 
that Arcelor shareholders widely criticized and rejected. As of this 
writing Dollé was not expected to remain with the company. 

After Dollé’s public and personal rejection, Lakshmi Mittal did 
not appear in person at the negotiating table until it was time to an- 
nounce the merger. Nevertheless, he was in written communication 
with the Arcelor board, and he sent his son to the table, signaling 
the level at which negotiations between the two companies should 
proceed and his own close involvement. 

The Arcelor-Mittal negotiation illustrates the normal stages 
that negotiations usually pass through. They normally start with a 
stage characterized by distributive strategy focused on posturing and 
positioning, such as Dollé’s posturing when Mittal first made an 
offer in February 2006. This first-stage strategic approach defines the 
negotiators’ differences but it does nothing to integrate those dif- 
ferences. So negotiators move on to a second stage of integrative 
strategy focused on information sharing, for example, Mittal’s letter 
to the Arcelor board outlining his strategy for combining the two 
companies. The third stage tends to be a strategic mix. Negotiators 
use integrative strategy to continue to gather information, but also 
to put information into offers. In this stage negotiators also use dis- 
tributive strategy to persuade the other party to accept an offer, such 
as the series of meetings between CFOs. In the final stage of a suc- 
cessful negotiation, parties weigh offers against their alternatives 
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and select among offers for one that generates net value to each. 
The final stage of negotiation can also lead to impasse, if no offer 
surpasses a negotiator’s reservation price. 

Keep in mind that negotiation is a process of social interaction. 
Negotiators can move the negotiation from one stage to the other 
but to do so effectively they must take into account the strategic be- 
havior of the other party, and that often depends on culture. In the 
next (and final) chapter that specifically focuses on negotiating 
deals, we will see how cultural differences in negotiation strategy 
play out with regard to the natural stages of negotiation. 


Chapter Four 


Executing Negotiation Strategy 


In the previous chapter we saw how to analyze a negotiation and 
discover its integrative potential. In this chapter we focus on how 
to execute negotiation strategy to create integrative value and claim 
it, using the integrative and distributive negotiation strategies in- 
troduced in Chapter One. 

Distributive negotiations with a single issue and fixed pie of re- 
sources normally take a straightforward application of distributive 
negotiation strategy. (Unless, as in the pumpkin example, you can 
transform a single issue into multiple issues.) Negotiations with in- 
tegrative potential, such as the Cartoon simulation we analyzed in 
Chapter Three, and realistically almost any negotiation with mul- 
tiple issues, do not take a straightforward application of integrative 
strategy. Instead negotiations with integrative potential, such as the 
one at the end of Chapter Three between Arcelor and Mittal, nor- 
mally move through stages in which distributive and integrative 
strategies share dominance. And not surprisingly, culture matters. 
Choices about negotiation strategy depend on where one is in the 
normal progression of negotiations from beginning to end and the 
need to move negotiations ahead from one stage to another. Choices 
also depend on the strategic behavior of the other party, and that is 
influenced by culture. 

Edward T. Hall, the high-context versus low-context commu- 
nication theorist, was standing in a Mexican marketplace watching 
people from three different cultures interacting: 
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Unfolding before my very eyes was a perpetual ballet. Each culture, of 
course, was choreographed in its own way with its own beat, tempo, 
and rhythm. Beyond this there were individual performances, pairs 


dancing out their own dramas.! 


Although everyone in this Mexican market was going through 
the universal stages of negotiating, the rhythms and steps of the ne- 
gotiation dance varied depending on the cultural backgrounds of 
the negotiators. 

Recall from Chapter Two that people in high-context cultures 
(such as Japan and Russia) tend to communicate indirectly. They 
understand each other because they read meaning from the social 
context in which the message is delivered. By contrast, people in 
low-context cultures (such as Germany or Israel) tend to commu- 
nicate directly. They understand each other because they share a 
vocabulary. They do not need to read meaning from the social con- 
text in which the message is delivered. 

In our study of negotiation strategy using Cartoon, Wendi Adair 
and I picked up on Hall’s dance metaphor to explain how high- 
context, low-context, and mixed-context negotiators enacted the 
four stages of the negotiation dance described at the end of Chapter 
Three.’ The results of this strategy study illustrate the relationships 
between culture, stages, and negotiators’ strategies. Results also iden- 
tify relationships between use of integrative and distributive strate- 
gies and outcomes. 

The “Cartoon Strategy Study” uses some different participants 
than those in the Cartoon Outcome Study, the results of which 
were reported in Chapter Three. This is because we used data from 
audiotapes of the negotiations in the Strategy Study, and we do not 
have recordings of all the negotiations in the Outcome Study. We'll 
begin by describing participants, data collection, and coding strate- 
gies in the Strategy Study. After that, we’ll look at how cultural 
groups differed in terms of their uses of information and influence 
strategies, and we will link negotiation strategy to outcomes. 
Throughout this chapter there is advice for gaining information and 
using influence in negotiations. 
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Participants, Data Collection, and Coding Strategies 


Exhibit 4.1 describes the negotiators we studied with our Cartoon 
simulation: 89 pairs of managers from low-context-communication 
cultures including Germany, Israel, Sweden, and the United 
States; 102 pairs of managers (Japan, Hong Kong) and M.B.A. stu- 
dents (Russia, Thailand) from high-context-communication cul- 
tures; and 45 pairs with mixed-context-communication culture 
from the United States and Japan, and the United States and 
Hong Kong.’ 

We studied these managers and M.B.A. students using the same 
procedures as described in Chapter Three, with one difference. We 
asked them to record their negotiations. The recordings were tran- 
scribed. (Russian and Japanese recordings were translated into En- 
glish and transcribed.) We trained four coders and checked their 
inter-rater reliability repeatedly over the two years that the coding 


Exhibit 4.1. Participants in the Cartoon Strategy Study. 


Context or Culture Pairs Level Language 


Low Context 


Germany 20 Manager English 

Israel 18 Manager English 

Sweden 24 Manager English 

United States 27. Manager English 

High Context 

Hong Kong 18 M.B.A.and Manager English 

Japan 24 Manager Japanese (translated) 
Russia 36 M.B.A. Russian (translated) 
Thailand 24. MBA. English 


Mixed Context 
United States—Japan 24 Manager English 
United States-Hong Kong 21 Manager English 
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took place. The coders coded each subject-verb thought unit in 
each transcript with regard to distributive and integrative strategy. 
Coders coded integrative strategy statements as either of two types 
of information: asking questions or making offers. Coders coded dis- 
tributive strategy statements into two types of influence strategy: 
posturing and persuasion. Exhibit 4.2 shows wording and instruc- 
tions we gave to our coders to guide them in their coding. 

We looked at sequences or pairs of coded behaviors, as in what 
you say and what I respond. Sequences are a really good way of study- 
ing negotiators’ behaviors because they represent what is going on be- 
tween negotiators. We studied three different types of sequences: 


© Reciprocal sequence: You say something (for example, make 
an offer), and I respond with a coded behavior that is in the 
same specific strategic category as what you just said (for ex- 
ample, a counteroffer). 


© Complementary sequence: You say something (for example, 
provide information) and I respond with a coded behavior 
that is in the same general strategic category as what you just 
said (for example, an offer). 


© Structural sequence: You say something and I respond with a 
coded behavior that is in a different general strategic category. 
In other words, I am attempting to restructure or redirect the 
dialogue. 


We also counted the total number of behaviors in a negotiation 
and then divided each negotiation into quarters. We counted the 
frequencies of each type of sequence in each quarter of each ne- 
gotiation. From that, we calculated the proportion of each type of 
sequence in each quarter of each negotiation. Then because pro- 
portions have some peculiar characteristics that make them difficult 
to use in standard statistical analyses (the mean and variance are re- 
lated), we log-transformed the proportions. To present the results 
we added a constant. These transformed proportions form the y axis 
in the exhibits showing the results (such as Exhibit 4.3).4 
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Exhibit 4.2. Cartoon Coding Categories and Examples. 


General Strategy/ 

Specific Strategy Code Category Example Explanation 
Integrative Strategy—Direct Information 

Priorities Preference for a “We prefer to Priority and interest 


and Interests 


negotiable issue, 
option, relative im- 
portance of issues, 
assertion of interest 


have the money 
up-front.” 


“Runs are really 
important to us.” 


information are 


explicitly conveyed. 


Reactions Positive, negative, “If possible we’d Yes or no reactions 
or neutral reaction; __ like to broadcast to other party’s 
” + 
Positive acceptance YOU. - - offers also provide 
of offer; affirming “That is too risky information on 
; bisa 
what other said for us.” ONE S-OWN PUOTILles: 
“We think that 
this is a nice 
line-up.” 
“We may be able 
to do that.” 
“Yes, runs are 
important to us.” 
Mutuality Noting common “We need a new One’s own and the 
or mutual interests show in our line-up — other’s interests and 
and you need to priorities are 
sell this contract, conveyed. 
so this deal can 
have benefits for 
both of us.” 
Noting differences “We don’t see the — Information about 
ratings at 6 but differences is 
at 3.” conveyed. 
Integrative Strategy—Indirect Information 
Offers Single-issue offer or “We're offering Information about 
counteroffer to pay 40 percent _ interests is em- 
up-front.” bedded in the 
“What do you differences between 


think about five 
runs?” 


offers. 
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Exhibit 4.2. Cartoon Coding Categories and Examples, Cont'd. 


General Strategy/ 

Specific Strategy Code Category Example Explanation 
Multiple-issue offer “Would you con- Priorities and 
without trade-off sider eight runs interests are 
(often phrased using and $50,000 per revealed in the 
and) title?” pattern of multiple- 

issue offers and in 
the differences 
between multiple- 
issue offers. 
Multiple-issue offer “With that type of — Priorities and 
with trade-off (often payment schedule __ interests are 
phrased using if-then) and for a six-run revealed in the 
deal, I really think trade-offs in these 
I still need to ask offers. 
you for $70,000 
per episode.” 
Distributive Strategy—Posturing 
Affective Sympathy (you do “We cannot ex- An appeal is made 
Posturing this or this is good ceed our budget. to the other’s 


for you because of 
how it affects me 
or my company) 
[reference to some- 
thing negative for 
mel] 


Right now it’s 
really tight—if you 
could find a way to 
share the risk, it 
would be very 
helpful for us.” 


“We've got to 
make a profit.” 


For seller: “We 
need to have cash 
up front because 
of all of our 


expenses.” 


emotions or norms 
of fairness. 


Information about 
competitors (other 
stations, other 
cartoons or shows, 
other suppliers) 


“We are looking 

for programs from 

other companies 
” 

as well. 


Reference is made 
to competitors using 
contextual infor- 
mation in order 

to influence. 
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Exhibit 4.2. Cartoon Coding Categories and Examples, Cont'd. 


General Strategy/ 
Specific Strategy 


Code Category 


Example 


Explanation 


Information about 
own company 
(strategic plan, 
profitability, long- 
term relationships, 
reputation, power) 


“We are planning 
to introduce some 
other cartoons in 
the future.” 


“Hollyfilm [seller] 
is a leader in the 


industry.” 


Referring to the 
status or prestige 
of oneself or one’s 
company appeals 
to social norms to 
defer to those with 
high power or 
status. 


Distributive Strategy—Persuasion 


Rational 
Persuasion 


Reference to min- 
imal acceptable 
price or conditions 
(reservation price) 
[implicit offer here] 


“If you could 
provide us with 
the product at 
$45,000, that is 
the limit we can 
afford to spend.” 


Inability to make 
more concessions 


is conveyed. 


Substantiation (you 
do this or this is good 
for you because of 
how it affects you 

or your company) 


“This is a good 
opportunity for 
your company to 
get in the market.” 


Information is 
provided. 


Argument or per- 
suasion (we need... 
because. . .; 
informational 
persuasion) 
[reference to 
something positive 
for me, you, us] 


“We're confident 
that there’s a 


worldwide appeal.” 


“We think Ulera 
Rangers is worth 
$80,000 a show. It 
has strong proven 
demographics.” 


Information is 
provided. 


Reference to 
BATNA—what 

we do if we don’t 
reach an agreement; 
general other offer, 
or specific numbers 
[implicit threat here] 


“We've received an 
offer from one of 


your competitors.” 


“We already have 
an offer with a 
price better than 
what you are 
offering.” 


Information is 
provided about 
alternatives. 
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Exhibit 4.3. Reciprocal Questioning Over Time. 


ay 


Mixed Context —7 


Low Context 


2.4 sida 


High Context 


1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 


Time During Negotiation 


Integrative Strategies, Time, and Joint Gains 


In this section we look at how two integrative strategies are used 
during the four stages of negotiation in the Cartoon simulation. Ne- 
gotiators want information about the other party’s interests and pri- 
orities to combine with their own interests and priorities, construct 
trade-offs, and create integrative value. But at the same time nego- 
tiators are reluctant to reveal information about their own interests 
and priorities. Remember, sharing information in negotiation 
makes you vulnerable; when you share information about your in- 
terests and priorities, the other party knows what you are willing to 
give up and what you must have. 

With this dilemma in mind, let’s compare the experiences of ne- 
gotiators who were more and less successful in reaching integrative 
outcomes. Cartoon negotiators who were less successful—for exam- 
ple, outcome A in Exhibit 3.2—lacked information, typically having 
only the vaguest idea about the other party’s interests and priorities. 
They agreed because the offer was better than their BATNAs, but 


EXECUTING NEGOTIATION STRATEGY 87 


they remained uncertain about whether the agreement was as good 
as it could have been. They typically had difficulty explaining the 
choices they made for runs and financing. 

Cartoon negotiators who reached more integrative agreements 
had two characteristics in common. They were very interested in 
information during negotiation, and they had a strategy for getting 
it. Our research has identified two rather different strategies for ac- 
quiring the necessary information to reach integrative agreements.’ 
One is a questioning strategy, the other an offer strategy. These 
strategies are not used with the same frequency in all cultures. How- 
ever, either strategy can lead negotiators to integrative agreements 
that leave no money on the negotiating table. 


The Questioning Strategy—Direct Information 


Sharing information directly could be a series of reciprocal se- 
quences of questions and answers, comments on mutual interests 
and differences, or feedback about the correctness of a negotiator’s 
inference.® One party asks a question about the other party’s inter- 
ests; the other party answers honestly and asks a question in return. 
Negotiators might comment on which issues seem to be in their 
mutual interest and which issues are more important to one party 
than the other, and correct erroneous conclusions. In the Cartoon 
negotiation a series of questions about interests and priorities might 
reveal that runs are more important to the buyer and financing 
more important to the seller. Further questioning might reveal that 
both parties were also interested in the sale of rights for the second 
cartoon, Strums. 

Exhibit 4.3 shows the pattern of reciprocal sequences of the ques- 
tioning strategy over time in the Cartoon negotiation for negotiators 
from low- and high-context cultures when they negotiate against 
their own kind (for example, low-context facing low-context) and 
when they negotiate against their opposite (low-context facing high- 
context). The first thing to notice is that high-context negotiators are 
reciprocating the questioning strategy less than the low-context or 
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mixed-context negotiators at all four time periods. This effect is what 
statisticians call “significant,” and it is very important. High-context 
culture negotiators just do not like to share information directly. 

The second thing to notice about Exhibit 4.3 is that high-context 
negotiators can share information directly when negotiating with a 
low-context negotiator. There are no significant differences in Ex- 
hibit 4.3 between low- and mixed-context negotiators. This shows 
that high-context negotiators have a questioning strategy knowledge 
structure (a mental model or script) that gets activated when they are 
negotiating with a low-context negotiator. 

The third thing to notice is that reciprocal questioning in- 
creases in the second quarter of the negotiations. This pattern is 
consistent with prior research and theorizing, which suggest that 
negotiations start out distributive focusing on positions and then 
shift to integrative in the second quarter; this happens as negotia- 
tors, realizing there is no agreement between their positions, turn 
their attention to the issues, and to interests and priorities.’ The 
reciprocal questioning strategy eases off a bit in the third quarter be- 
cause, with information about interests and priorities now available, 
negotiators can turn to putting the information to work in offers. 


Joint Gains from the Reciprocal Questioning Strategies. The rise 
in reciprocal use of the questioning strategy in the second quarter 
of negotiations is very important for reaching an integrative agree- 
ment. Negotiators who failed to make the transition to reciprocal 
information sharing in the second quarter had significantly lower 
joint gains than those who did. This means it is important to know 
how to use the questioning strategy effectively. 

This research also provides a solid basis for advice about using 
the questioning strategy: negotiators need to ask and answer ques- 
tions about issues, interests, and priorities. They need to give each 
other feedback: “Yes that will work for me,” or “No, that won’t work 
for me because . . .” They need to be explicit about sharing knowl- 
edge about similar and divergent interests and priorities. Recipro- 
cating the other negotiator’s direct information sharing builds trust.’ 
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It says, “It’s safe to share with me, because I’m sharing with you.” It 
also sends the message, “I’m trustworthy because I’m listening to 
you.” Here is some advice for sharing information directly: 


e Ask questions about interests or priorities. Asking questions 
has two purposes: getting information and building trust. In 
general, ask questions about things that you would be willing 
to share information about in return. If you are not willing 
to reciprocate information, the other party will notice and 
quickly stop answering. 


© Give a little information about your own interests or priorities 
and then ask the question. This gives the other party some- 
thing in advance of answering the question. It shows that you 
are willing to make yourself a little vulnerable. It sends the 
signal, “I’m trustworthy.” 


e When you cannot answer a question because it would give 
away too much strategic information, be honest about it and 
give some other information that you can share: “I’m sorry, I 
cannot give you that information at this point, but I can tell 


” 


you... 


The Offer Strategy—Indirect Information 


Most of what we know about offers comes from research in West- 
ern (low-context, direct) cultures on distributive negotiation, when 
negotiators typically are focusing upon a single issue and using offers 
to state positions and stake a claim.’ This prior research illustrates 
the value-claiming function of offers in distributive negotiations. 
We know that first offers can act as an anchor or reference point 
from which negotiators make subsequent concessions and adjust- 
ments. We also know that negotiators make more offers and more 
concessions as deadlines approach." 

When we were studying U.S. and Japanese managers negotiat- 
ing Cartoon, Wendi Adair, Tetsushi Okumura, and I got the idea 
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that offers could also be part of an information-search strategy in in- 
tegrative bargaining. The Japanese and U.S. negotiators achieved 
the same level of joint gains, but the Japanese were using question- 
ing less and single- and multiple-issue offers more than the U.S. 
negotiators.'! We knew the Japanese were high-context communi- 
cators and that social interaction in high-context cultures hones 
skills in using the context of a communication for the purpose of 
conveying meaning beyond the open meaning of the content.” 

In studying the transcripts of the Japanese negotiations, we 
began to see how offers might be used to glean information about 
the other party’s interests and priorities. The offer strategy involves 
plotting how offers change over time, and from the changes draw- 
ing inferences about the other party’s interests and priorities. Take 
a look at Exhibit 4.4, which illustrates how single-issue offers are as- 
sessed within the context of previous offers and can be used to ef- 
fectively identify trade-offs. The table reveals information about 
priorities embedded in a series of single issue offers. In offer 1, the 
buyer starts with a low offer on price. In offer 2, the seller responds 
by asking for 100 percent of the financing up front, but without an 
alternative offer on price. Thus, the price of $35,000 is still on the 
table. Then, in offer 3 the buyer proposes eight runs, without ques- 
tioning the 100 percent up-front financing or changing the price. 
Thus the content of offers 1 and 2 are implicit in offer 3. The ne- 


Exhibit 4.4. Information Embedded 
in a Series of Single-Issue Offers. 


Buyer Seller Buyer Seller Buyer 
Issue Offer 1 Offer 2 Offer 3 Offer 4 Offer 5 
Price $35,000 $35,000 $35,000 $50,000 $50,000 
Runs 8 8 8 
Financing 100% cash 100% cash 100% cash 100% cash 
Strums $10,000 


Note: Explicit offers are shown in bold. 
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gotiation continues in a similar manner until all five issues are on 
the table. 

Exhibit 4.4 involved single-issue offers. Exhibit 4.5 illustrates 
the same general principle at work in a series of multi-issue offers. 
In offer 1, the buyer indicates a low price for Ultra Rangers and 
Strums, plus eight runs, and financing spread out over time. In offer 
2, the seller comes back asking for more money for each show and 
100 percent up-front financing, but leaves the eight runs intact. 
The implicit message is, “If 1 am going to give you eight runs, you 
are going to have to pay me 100 percent up front, and I need more 
money.” The buyer’s offer 3 indicates that the buyer got the message 
about the trade-off of runs and financing, and that he or she is will- 
ing to pay $15,000 for Strums, but not so much for Ultra Rangers. 

Once we figured out how the Japanese might be extracting in- 
formation about interests and priorities from offer patterns, we won- 
dered, “Is it just the Japanese who do this, or do negotiators from 
other high-context cultures also use offers in this way?” The answer 
is illustrated in Exhibit 4.6. It is not just the Japanese! Negotiators 
from Russia, Thailand, and Hong Kong (all high-context cultures) 
also reciprocate offers more than do low-context culture negotiators. 

A second thing to notice in Exhibit 4.6 is that high-context ne- 
gotiators start off reciprocating each others’ offers at a significantly 
higher rate than low- or mixed-context negotiators. This is consis- 
tent with our previous research into the frequencies of offers among 
Japanese negotiators.” 


Exhibit 4.5. Information Embedded 
in a Series of Multi-Issue Offers. 


Issue Buyer Offer 1 Seller Offer 2 Buyer Offer3 Seller Offer 4 
Price $35,000 $70,000 $45,000 $60,000 
Runs 8 8 8 8 


Financing 25% per year 1-4 100% cash 100% cash 100% cash 
Strums $10,000 $15,000 $15,000 $15,000 
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Exhibit 4.6. Reciprocal Offers Over Time. 


3.0 


High Context 


Low Context 


1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 


Time During Negotiation 


The third thing to notice is that the reciprocation of offers in- 
creases over time for all groups of negotiators. This is consistent 
with prior research that shows that in the fourth quarter negotiators 
work to reduce alternatives and move toward a final decision.'* By 
that final stage, negotiators should have sufficient information to 
construct offers and be quite confident that agreement is possible. 
Offers in the fourth quarter serve two purposes: to reach an agree- 
ment and to try to get as much net value as possible out of that 
agreement for oneself. 

Two final things to notice in Exhibit 4.6 are that by the fourth 
quarter there is no statistical difference between low- and high- 
context negotiators’ reciprocation of offers, but mixed-context 
negotiators start lagging behind the low-context negotiators in rec- 
iprocating offers as early as the second quarter. That lag becomes sig- 
nificant in the third and fourth quarters. We know from Exhibit 4.3 
that the low- and mixed-context negotiators are sharing information 
directly throughout the negotiations. However, the mixed-context 
negotiators do not seem to be able to engage in the fourth-quarter 
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dance of putting that information together in a series of offers and 
counteroffers at the same rate as high- and low-context negotiators 
facing partners of their own type. 

The patterns in Exhibits 4.3 and 4.6 are consistent with the in- 
terpretation that high-context negotiators are using offers early in 
the negotiation to search for information and later in the negotia- 
tion to consolidate that information in agreements that maximize 
joint gains. In subsequent research, back with just the Japanese and 
USS. negotiators, Wendi Adair, Laurie Weingart, and I tried another 
way to demonstrate that Japanese and U.S. same-culture negotiators 
were using offers differently: we would show that failure to follow a 
culturally normative approach to negotiations could interfere with 
performance. In fact, we found that early, explicit offers actually in- 
terfered with negotiators’ joint gains in same-culture U.S. negoti- 
ations.'® We believe this happened because early offers blocked the 
search for information that leads to integrative agreements. The 
block grew out of the fact that the early offers acted as anchors that 
fixated negotiators on one outcome rather than on the search for 
better outcomes. We also found lower joint gains among Japanese 
negotiators who made their initial offers too late without engaging 
in prior direct information sharing. These negotiators were postur- 
ing early in the negotiation, talking about their own company’s sta- 
tus rather than talking about the issues and making offers. 

This evidence showing that failing to engage in culturally nor- 
mative information sharing early in the negotiation hurt joint gains 
really underscores the importance of negotiators being facile with 
both high-context and low-context styles of information sharing. 
Negotiators need to be able to acquire information via both direct 
question and answer and indirect interpretation of offer patterns. 
They also need to understand the importance of consolidating that 
information into agreements using multi-issue offers. 


The Hidden Powers of Reciprocal Offer Strategies and the Problem 
for the Low-Context Side. Multiple-issue offers have some hidden 
powers. They minimize the need for trust in negotiation. They also 
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link integrative and distributive outcomes. But it’s a nice question 
whether you have to be Japanese or from another high-context cul- 
ture to use the offer strategy to gather information about the other 
negotiator’s interests and priorities. Let’s explore the hidden powers 
further, then consider some caveats for negotiators from low-context 
cultures. 

There are two reasons why multiple-issue offers minimize the 
need for trust in negotiation. First, they do not require parties to re- 
veal priorities on single issues as is done in the questioning strategy. 
Second, they do not engender distrust, which sometimes occurs 
when single-issue interests or priorities are revealed. An example 
may help. I knew the first time that I went to teach negotiations in 
China that negotiators from high-context cultures used lots of offers, 
but I did not fully understand the implication of offers for trust until 
I was debriefing my E.M.B.A. class, which had just negotiated Car- 
toon. When I got to the third point in my questioning-strategy slide 
(about asking questions, sharing a little information, and so on), a 
hand went up in the back of the room. “Why would we do that, pro- 
fessor?” I was asked. Being an experienced teacher of negotiations, | 
asked, “Why wouldn’t you do it?” The student replied, “I wouldn’t 
trust anything the other party said to me.” I then checked his out- 
come, which was fully integrative, and asked, “Well, what did you 
do?” “I made him an offer,” he said. Then I turned to his negotiating 
partner and asked, “What did you do?” The partner said, “That offer 
was just terrible for me, so I made him a counteroffer.” The reason 
that multiple-issue offers avoid the trust problem is that negotiators 
do not make offers that they are not willing to accept as a final agree- 
ment. Multiple-issue offers are a truth serum. 

Multi-issue offers link integrative and distributive outcomes and 
therefore help negotiators avoid two negotiation traps that regularly 
lead to impasse. The first trap is separating the integrative and dis- 
tributive parts of the negotiation. When negotiators integrate with- 
out distributing resources, they tend to get greedy when they see 
how large the joint resources are; as a result they hit an impasse 
when they try to divide the resources. 
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The second trap is negotiating one issue at a time, agreeing on 
the easy ones, setting aside the hard ones, and getting to the end of 
the agenda with nothing to trade off. Many negotiations are complex 
with many issues, many options, and lots of details to work out. Low- 
context-culture negotiators like to work from agendas and check off 
accomplishments; high-context-culture negotiators like to see the big 
picture before they agree to resolve individual issues. Recall the ex- 
ample in Chapter Two of the Latin American division of a U.S. com- 
pany negotiating with a Korean supplier. Once the parties got 
through the small talk and got down to negotiating they ran into an- 
other micro-strategic clash. The manager we interviewed on the U.S. 
side told us, “[On the] first day we agreed on three points and on the 
second day, we wanted to start with point four, but the Korean side 
wanted to go back and rediscuss point one through point three. . . . 
my boss (U.S.) almost had an attack.” You may be surprised at how 
these U.S. and Korean negotiators got through this micro-strategy 
clash. The U.S. buyer had a draft of a proposed multi-issue contract, 
which he then put on the table. Now the Koreans could see the scope 
of the negotiation and were willing to talk about the issues.'° 

Thus far, a multi-issue offer strategy finesses the trust problem 
that is endemic to the questioning strategy. Because it imposes a dis- 
tribution on an integrative outcome, it also avoids the traps of inte- 
grating before distributing and of issue-by-issue bargaining that may 
lead to impasse. But at the same time, negotiators from low-context 
backgrounds may need some additional help with two problems: a 
tendency to get anchored on early offers and a lack of skill inter- 
preting the contextual meanings of communications. 

To avoid anchoring on early offers, the recommendation in 
Chapter One was to counteroffer. This still seems like a good strate- 
gic response. However, the most recent research suggests that, to 
avoid anchoring on offers, low-context negotiators need to develop 
a knowledge structure or script that combines early offers with 
searching for interests and priorities; this knowledge structure needs 
to replace the knowledge structure they may already have, which 
combines early offers with anchoring. 
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Regarding the second general problem of interpreting meaning, 
additional help is also in order. Low-context negotiators probably 
do not have high-context interpretive skills to make the search be- 
tween early offers fruitful, but one helpful technique for reading in- 
terests and priorities from offers is to plot offers as in Exhibits 4.4 
and 4.5. Plotting helps negotiators read between the columns and 
draw inferences about interests and priorities that can be further 
tested in the next offer. Although the Japanese appear to be able to 
infer information from a series of single-issue offers as in Exhibit 4.4, 
low-context negotiators may find it easier to understand interests 
and priorities when the offers are multi-issue, as in Exhibit 4.5. 


Two More Tools for Inferring Information from Offers. One other 
tool for inferring information from offers is equivalent proposals. 
Another is second agreements. 


Equivalent Proposals. Advancing equivalent proposals can help ne- 
gotiators infer information from offers. Equivalent proposals are two 
or more multi-issue offers that are presented at the same time.!” Ex- 
hibit 4.7 illustrates a set of two equivalent proposals offered by a 
seller in the Cartoon negotiation. Note that the seller’s net value is 
the same for both offers, but the offers are differentially configured. 
The seller might use this set of proposals if the buyer has been say- 
ing that the buyer absolutely has to finance 20 percent of the deal. 
In the equivalent proposal, the buyer can see that the combination 
of dropping the price and giving 100 percent of the money up front 
is worth $90,000. 


Exhibit 4.7. A Seller’s Equivalent Offers for Cartoon. 


Net Value Price of 
Offer Buyer/Seller (in millions) UltraRangers Runs Financing 
A $2.67/$1.32 $45,000 8 80% Y(0) 


20% Y(1) 
B $2.76/$1.32 $43,200 8 100% Y(0) 
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Note that in Exhibit 4.7 all the additional gains generated by 
the offering of equivalent proposals go to the other party. There is 
nothing to do about this, unless you have already negotiated in ad- 
vance to split the gains generated by the trade-off. Thus it is partic- 
ularly important when using equivalent proposals to keep your 
target in mind. The seller could just as easily have made equivalent 
proposals that generated more net value for him- or herself by pric- 
ing Ultra Rangers higher. 

Equivalent proposals are not just good for getting information 
from negotiators who are reluctant to share, or from negotiators 
who don’t fully understand their own priorities. They are also very 
good for dealing with negotiators you think are lying about priori- 
ties and negotiators who come up with “just one more thing” when 
you thought the negotiation was over. In either case, make one pro- 
posal that you think should be acceptable and another that inte- 
grates the new issue or gives more on the issue for which you think 
the other party has falsified a priority. Make sure the proposals are 
equivalent to you and anchored to give you as high a net value as 
you think is possible. Whether the other party did not understand 
his or her own priorities or was lying about them is really irrelevant 
because, once the other party has made a choice between your 
equivalent proposals, you understand his or her priorities. 


Second Agreements. The other additional offer strategy for generat- 
ing information about interests and priorities is to try to negotiate a 
second agreement (also known as a post-settlement settlement). The 
process requires both parties to agree that once a first agreement has 
been reached, they will share information fully and try to move toa 
more integrative second agreement, in effect a post-settlement set- 
tlement. The rule for negotiating second agreements is that the first 
agreement stands unless parties jointly identify another agreement as 
good or better for each of them." 

Second agreements have some negative characteristics. One 
problem is that as full information is shared, the parties may learn 
that one of them was more forthcoming or more honest than the 


98 NEGOTIATING GLOBALLY 


other was. The party who shared naturally feels taken advantage of 
and mistrustful. Had there been no provision for a second agree- 
ment, the level of differential disclosure might never have surfaced. 
If you have interests or information that you do not want the other 
party to know, a second agreement is not a wise strategy. The mis- 
take sometimes occurs during acquisitions. The seller, anxious to get 
the best price, presents her financials in the best possible light. An 
agreement is reached, the seller gives the buyer full access to infor- 
mation in the expectation that new synergies between the merged 
companies will be revealed, and a second agreement can be reached. 
Instead, the buyer is surprised and unhappy when given full access to 
the seller’s financial information. Not only does the buyer see no fur- 
ther synergies, but he believes he has overpaid for what he is getting. 
Another problem with second agreements is how to distribute 
the additional value found by full sharing of information. If negotia- 
tors in Cartoon shared their confidential information, essentially 
making all the information in Exhibit 3.1 available to both negotia- 
tors, they would see that there is an additional $2 million to be gained 
and distributed by integrating runs and financing and adding Strums 
to their agreement. How should that additional value be distributed? 
Negotiators sometimes reach impasse over this problem because sec- 
ond agreements separate the integrative and distributive outcomes of 
negotiation. A better strategy is to agree to the distribution of inte- 
grative value before going looking for it in a second agreement. 


A Summary of Advice About Offers. Following is a summary of 
advice about using offers in negotiation, including a few points not 
mentioned earlier: 


e You can use offers to gather and to consolidate information 
for integrative agreements. 

e When using offers to gather information, make sure you are 
using your offer-search knowledge structure (or mental script), 
not your offer-anchor knowledge structure. 


e When using offers to consolidate, make multi-issue offers. 
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¢ Low-context negotiators will find it easier to get informa- 
tion from a series of multiple-issue offers than from a series 
of single-issue offers. 


¢ Do not make offers that are unacceptable to you. The other 
party will assume that the offer is acceptable to you, or you 
would not have made it. If you back away from an offer, you 
lose credibility. Take time to construct and check your offer. 
Once you have offered something, it is hard to take it away 
unless you link the retraction to a concession elsewhere. 


e Anchor offers so that you receive an adequate distributive out- 
come. This is especially important for equivalent proposals be- 
cause they give all the additional integrative value to the other 
party. Make sure you are claiming adequate distributive value. 


¢ Post offers visually on a flip chart or chalkboard, or write them 
on paper that you can hand to the other party. Make it easy 
for the other party to understand what you are offering. 


¢ Make two or at most three equivalent proposals at a time. 
Don’t overwhelm the other party. 


e Have a computer and spreadsheet handy so that you can 
analyze offers quickly. Once you introduce offers into the 
negotiation, the other party is likely to do so too. 


In this section we have seen that reaching an integrative agree- 
ment requires strategy for learning about the other party’s interests 
and priorities, and for consolidating that information in offers that 
link integrative and distributive outcomes. In the next section we 
turn to distributive strategy to capture net value within an integra- 
tive agreement. 


Distributive Strategies to Capture 
Net Value Within an Integrative Agreement 


In multi-issue negotiations, distributive outcomes exist within 
integrative agreements. Here is what we already know about factors 
that affect distributive outcomes within integrative agreements: 
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e Early offers act as anchors, especially among low-context- 
culture negotiators. 


e Anchoring may block the information search required for 
constructing integrative agreements. 


e Separating integrative and distributive phases of the nego- 
tiation risks impasse if parties get greedy over distributing 
resources created by integrative bargaining. 


e Negotiating one issue at a time jeopardizes the creation of 
integrative value and also separates integrative and distribu- 
tive phases of the negotiation. 


¢ Multi-issue offers link integrative and distributive outcomes. 


In this section we address the question of how to claim as much 
net value as possible without leaving integrative value on the table 
and without risking an impasse. More specifically, we'll be looking 
at two distributive strategies: posturing and persuasion. 


Posturing Strategy 


According to the dictionary, to “posture” is to strike a pose, espe- 
cially for an effect. When negotiators engage in posturing they are 
signaling, “I’m someone to deal with; this negotiation is going to 
take some effort on your part.” Posturing is rather more subtle than 
just stating your positions on the issues. Posturing is conveying your 
status credentials for taking those positions. Exhibit 4.2 showed the 
two codes that we used to label statements that amount to postur- 
ing: information about one’s own company and information about 
competitors. Above those two codes you can see also a code for 
“anti-status” statements—sympathy. Sympathy is an appeal to the 
other party’s status: “I need you to do this for me because you have 
the ability to do it, and I don’t.” 

Posturing is a rather indirect form of influence. Telling the other 
party about your status and asking for sympathy are both subtle in- 
fluence attempts because both remind parties of their responsibili- 
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ties in the social relationship. Thus we might expect negotiators 
from high-context, hierarchical cultures to engage in posturing. 

Exhibit 4.8 shows the pattern of reciprocal posturing over time 
in the Cartoon negotiation for high-, low-, and mixed-context ne- 
gotiators. The first thing to notice is that reciprocal posturing oc- 
curs in the first quarter and then drops off. This is consistent with 
theorizing about the stages of negotiation. Continuing to engage 
in reciprocal posturing after the first quarter would risk taking the 
negotiation into a no-win conflict spiral.!? However, not postur- 
ing at all seems to violate knowledge structures of what negotia- 
tion is all about. Posturing plays a role in setting up the negotiation 
to proceed in the stage pattern we described at the start of this 
chapter. 

The second thing to notice about Exhibit 4.8 is that it was the 
low-context negotiators who engaged in significantly more postur- 
ing in the first quarter than the high- or mixed-context negotiators. 
This frankly was a surprise to Wendi Adair and me; we had ex- 
pected the opposite because of the cultural pattern of high context 


Exhibit 4.8. Reciprocal Posturing Over Time. 
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and hierarchy. But we’re not inclined to jump to new conclusions 
based on these results. When results surprise researchers, it means 
more research is necessary! We are not ready to ignore a plethora of 
evidence outside this particular study that suggests that negotiators 
from high-context, hierarchical cultures open negotiations with 
posturing. It is possible, for example, that the Cartoon simulation 
does not provide enough status details to facilitate posturing by 
high-context negotiators. 

The third thing to notice about Exhibit 4.8 is that after the first 
quarter there are no cultural differences in reciprocal posturing. In 
essence, Exhibit 4.8 tells us that reciprocal posturing across cultures 
occurs in the first quarter. 

Exhibit 4.9 shows fewer occurrences of the structural sequence 
“Posture Question” over time for low- and mixed-context negoti- 
ations. A structural sequence is a way to change the strategic direc- 
tion of a negotiation.” The high-context negotiators did not engage 
in this transition. There are probably two reasons. First, as we have 


Exhibit 4.9. Structural Sequences 
of Posturing— Questioning Over Time. 
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just seen in Exhibit 4.8, they engaged in less posturing in the first 
quarter then did low-context negotiators. Second, as we saw in Ex- 
hibit 4.3, they engaged in less questioning in the first quarter. 


Posturing Strategy and Gains. As we know, distributive strategies 
such as posturing are motivated by the goal of claiming high net 
value. But distributive strategies may have opposite effects on ne- 
gotiation outcomes when used in high- and low-context cultures. 
For example, we found that in low-context cultures, buyers’ value- 
claiming motivated sellers to respond with information or offers. 
The result was just the opposite in high-context cultures. There, 
buyers’ value-claiming motivated sellers to respond with posturing. 

Earlier we discussed some reasons why distributive strategy may 
have a negative effect on joint gains. We also reported that counter- 
cultural strategizing (such as Japanese negotiators making first offers 
late or U.S. negotiators making first offers early) has a negative ef- 
fect on joint gains. Two additional pieces of evidence that distribu- 
tive strategy can have a negative effect on joint gains come from 
the Cartoon Strategy Study. Regardless of culture, negotiators who 
failed to make the transition from the distributive strategy of pos- 
turing to the integrative strategy of questioning in the second quar- 
ter of the negotiations generated significantly lower joint gains. 
They left money on the table. The same is true for negotiators who 
jeopardized their deals by using influence (any combination of pos- 
turing and persuasion) heavily in the fourth quarter. However, in 
the latter case, it seems likely negotiators using influence in the last 
quarter were desperately trying to get some movement from each 
other. 


Advice for Using the Posturing Strategy. Even negotiations with 
integrative potential begin with posturing, but they will end in im- 
passe or in low net value agreements unless posturing is transformed 
into information search. This structural strategic transition is par- 
ticularly important for low-context negotiators. Here is some advice 
on how to make this transition: 
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e If you are going to posture be sure to accompany messages 
about status with positions on issues. 


e If you are going to open the negotiations by posturing, be 
prepared to direct a structural strategic transition to question- 
ing. Do this by asking a question about interests or priorities 
or by offering a little interest- or priority-based information 
about your own position. 


Persuasion Strategy 


Persuasion is our second distributive strategy. Persuasion is all about 
making rational arguments, as opposed to posturing, which is about 
making emotional appeals. Rational arguments may be telling the 
other party about your limits, telling why a concession is good for 
him or her, or telling why it is good for you. References to your own 
BATNA (what you will do if there is no agreement) are another 
form of rational argument, as are references to the other party’s 
BATNA (for example, “Your alternative is not as good as you think 
it is because .. .”). 

Persuasion based on rational argument is direct communica- 
tion. The meaning of the argument is in the words conveyed. A 
threat is also a rational argument, whether it is implicit, such as “My 
alternative is to make a deal with your competitor,” or explicit: “If 
you do not concede on this point, then I will go ahead with nego- 
tiations with your competitor.” It is always enlightening in a class 
to ask a negotiator, “Did you threaten the other party?” and get the 
answer, “No I just told him about my BATNA.” When I ask the 
other party, “Did you perceive a threat?” I often get the answer, 
“Absolutely!” Because rational arguments are not subtle, we can ex- 
pect low-context negotiators to be comfortable making them. 

Persuasion is unlike posturing in that persuasion requires some 
understanding of the other party’s positions. Until parties have ex- 
changed at least some rudimentary positional information, they 
don’t know what to persuade the other party to concede. This is an- 
other reason why posturing is most likely to occur in the first stage 
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of the negotiation and persuasion comes later after some informa- 
tion has been exchanged via questioning or offers. 

Exhibit 4.10 shows the pattern of structural sequences of per- 
suasion and offers over time. Note the sequence here: negotiators are 
responding to persuasion by making offers that presumably are con- 
cessions. The direction of this pattern, persuasion offer, suggests 
that rational argument works in terms of generating concessions. 
However, we did not see this pattern generating higher net value for 
buyers; at the same time, it does not generate lower net value either. 
This suggests that responding to persuasion with offers, especially in 
the later stages of the negotiation, moves the negotiation toward an 
outcome, but not necessarily a particularly good outcome. 

Another thing to notice in Exhibit 4.10 is that the frequency of 
these persuasion offer sequences increases with time, for both low- 
and high-context negotiators. This pattern is consistent with the 
idea that to be persuasive you first have to get some information 
about the other party’s priorities and interests. The pattern is also 


Exhibit 4.10. Structural Sequences 
of Persuasion— Offers Over Time. 


Low Context 


High Context 


sSSer Mixed Context 


1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 


Time During Negotiation 
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consistent with the evidence in Exhibit 4.6 that high-context- 
culture negotiators get information about positions via offers early 
in the negotiation. 

Sequences, whether reciprocal or structural, bring regularity to 
the negotiation. When negotiators are engaged in sequencing they 
can predict each other’s response. The flat pattern for the mixed- 
context negotiators is another indicator that these negotiators are 
engaged neither in a high- nor a low-context dance. The relatively 
low and flat pattern of mixed-context-culture negotiators in Exhibit 
4.10 is consistent with their pattern in Exhibit 4.6. These mixed- 
context-culture negotiators are having problems dancing together. 
Interestingly, engaging in patterned behavior in mixed-culture pairs 
helps them create joint value and at the same time helps buyers 
claim value. This was true for both information sharing and influ- 
ence attempts, further indication that the main challenge mixed- 
culture negotiators had was in generating patterned sequences of 
any type of behavior. When they did sequence information and in- 
fluence attempts, their outcomes were better. 

Do not interpret Exhibit 4.10 as suggesting that low-context 
negotiators do not use persuasion. Remember, Exhibit 4.10 shows 
structural sequences of persuasion and offers. Remember, too (from 
Exhibit 4.6), that high-context-culture negotiators use and recip- 
rocate offers at significantly higher rates than low-context-culture 
negotiators. Thus this structural pattern in Exhibit 4.10 is not just 
a function of persuasion but also of offers. 


Advice for Using the Persuasion Strategy. The evidence in Ex- 
hibit 4.10 is clear: persuasion peaks in the third quarter of the nego- 
tiation when parties are using persuasion to seek concessions. Impasse 
occurs rarely in the Cartoon negotiation, since there is a large poten- 
tial zone of agreement. Therefore it seems reasonable that, by the 
third quarter, negotiators have a pretty good idea that they will reach 
agreement and so engage in persuasion to try to generate the greatest 
net value from that agreement. Stating limits and engaging in sub- 
stantiation and argument at this stage are probably pretty low risk, es- 
pecially if they generate concessions. However, discussing BATNA 
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at this stage may stimulate a conflict spiral, especially in situations in 
which the zone of potential agreement is smaller than it is in the Car- 
toon simulation. If you are going to discuss BATNA, the Strategy 
Study data are very clear: get it over with in the third quarter. If you 
wait until the fourth quarter you will jeopardize your joint gains! Here 
is some advice for using the persuasion strategy: 


e If you are going to engage in persuasion, get the sequence 
right. Wait for a concession after your persuasion attempt. 


e Don’t make references to limits such as reservation price too 
early in the negotiation. Once you have provided the other 
negotiator with this information, the negotiator will know 
exactly how much he or she will have to concede to get you 
to say yes. 


e Use your BATNA only sparingly as a tactic of persuasion. 
Just providing information about your BATNA is likely to 
be viewed as a threat. The time to use your BATNA is when 
negotiations have stalled and you really are considering turn- 
ing to your BATNA rather than continuing to negotiate. 


Now that you understand how negotiation strategy plays out 
over the course of a negotiation, make a recording of one of your 
own negotiations and use the “Guide to Listening to Your Negoti- 
ation Audio Recording” on the CD-ROM to evaluate your own use 
of strategy. 


Culture, Stage, Strategy, and Outcomes 


Throughout the previous sections on using information and influ- 
ence strategies, we have been discussing outcomes. In this section 
we pull together those important findings and generate advice for 
when and how to use strategy to generate individual and joint net 
value. We’ll look at two aspects of outcomes: joint gains and the 
buyer’s proportion of those gains.”! 

Exhibit 4.11 shows the mean level of joint and buyer gain for 
high-, low-, and mixed-context negotiations. High-context negoti- 
ators generated $3.5 million in joint gains, and buyers claimed $1.68 


108 NEGOTIATING GLOBALLY 


Exhibit 4.11. Individual and Joint Gain for 
High-, Low-, and Mixed-Context Negotiations. 
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million in value. Low-context negotiators generated $4.2 million 
in joint gains, and low-context buyers claimed $2.22 million in 
value. Mixed-context negotiators generated $3.7 million in joint 
gains, and mixed-context buyers claimed $1.56 million in value. 
In summarizing, we'll begin with advice that applies to both low- 
and high-context cultures, then move on to specific advice for each. 


Strategy and Outcomes Regardless of Culture 


Here’s what the data from the Cartoon Strategy Study suggest you 
should be doing to negotiate high joint gains: 


© Get information sharing going immediately. Use the question- 
and-answer strategy or use the offer strategy, but in either case 
get started. Negotiators who are sharing less information in 
the first half of the negotiation are doomed to leave money on 
the table! 

e Do not sabotage your deal in the fourth quarter by trying to 
influence each other using posturing and persuasion. 
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Here’s what the data indicate buyers should be doing if they 
want to claim value: 


e Reciprocate information sharing. Buyers who claimed value 
were in pairs that engaged in information sharing from the 
first quarter. 


e Respond to posturing with information. This helps turn the 
negotiation toward integrative strategy. 


Strategy for High-Context Negotiators 


Here’s what to do to maximize joint gains in a high-context 
negotiation: 


e Avoid reciprocating questions and answers at stage 1. 


e Don’t jeopardize your deal by engaging in influence attempts 
in stage 4. 


Here’s what to do to claim value in a high-context negotiation: 


¢ Don’t respond to posturing with information in stage 2 or 
stage 3. 


Strategy for Low-Context Negotiators 
Here’s what to do to claim value in low-context negotiation: 


e Share information using questions and answers, and offers, 
especially in stage 1. 


e Respond to posturing with offers. 


Strategy for Mixed-Context Negotiators 


Here’s what to do to claim value in a mixed-context negotiation: 


e Engage in reciprocal information sharing at all time periods. 


e Respond to posturing with information or an offer. 
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Using Stages of Negotiation to Judge Progress 


Negotiations generally move through stages of positioning, infor- 
mation gathering, generating solutions via information consolida- 
tion and persuasion, and reaching agreement. What negotiators do 
in the first half of the negotiations has significant implications for 
the joint gains that they generate at the end. Negotiators who un- 
derstand the temporal nature of the negotiation process should be 
able to use the stage model to judge the progress of their negotia- 
tion. Just as negotiators use their BATNAs to evaluate offers, they 
can use the stage model to evaluate their progress. Finding progress 
lacking, negotiators can use structural transitions to move the ne- 
gotiation to the next stage. 


A Culturally Informed Model 


Exhibit 4.12 summarizes the strategic activity that we found occur- 
ring in the Cartoon simulation. Note that information gathering 
goes on throughout the negotiation. Negotiators who do not get in- 
formation sharing going during the first quarter are significantly 
more likely to leave money on the table. Negotiators across cultures 
begin to get serious about information consolidation in the third 
and fourth quarters using offers to integrate the information that 
they have acquired earlier in the negotiation. Influence attempts 
occur throughout the negotiation, but they become patterned in 
the first quarter with posturing and questioning among low-context 
negotiators and with persuasion and offers in the third and fourth 
quarters. 

Exhibit 4.12 also indicates how negotiations are culturally spe- 
cific in that different types of cultures enact integrative tasks dif- 
ferently. For example, negotiators from high-context cultures 
reciprocated the offer strategy more and the questioning strategy 
less than did negotiators from low-context cultures. 

Finally, Exhibit 4.12 summarizes how negotiators shift between 
distributive and integrative strategies in culturally specific ways. For 
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Exhibit 4.12. A Culturally Informed 
Stage Model of Negotiations. 


Cultural 
Strategy Context Stage | Stage 2 Stage 3 Stage 4 
Information Low Q&A QGA Q&A Q&A 
Gathering Mixed Q&A Q&A Q&A Q&A 
High Offers Offers Offers Offers 
Information Low — — Offers Offers 
Consolidation Mixed = — _ Offers Offers 
High — — Offers Offers 
Posturing Low Posturing = Posturing => — — 
Questioning Questioning 
Mixed Posturing—> Posturing => — — 
Questioning Questioning 
High — — — = 
Persuading Low — — — — 
Mixed — — — — 
High — — Persuading > — 


Offers 


example, negotiators from low-context and mixed-context cultures 
sequenced posturing with questioning more than did those from 
high-context cultures (especially in the first and second quarters), 
and negotiators from high-context cultures sequenced persuasion 


and offers more than did negotiators from low-context cultures in 
the third quarter. 


The Ongoing Challenge of Mixed-Culture Negotiating 


The Cartoon Strategy Study data show that culturally unique uses of 
negotiation strategy are fine so long as negotiators remain within 
their own cultures. What happens when negotiations cross cultural 


boundaries is well illustrated by the mixed-culture groups in our study. 
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They only develop systematic sequencing of questioning behaviors. 
They do not seem able to make transitions, from information search 
to information consolidation, as the low-context-culture negotiators 
do, or from persuasion to offers, as the high-context-culture negotia- 
tors do. Mixed-culture negotiations appear unpatterned compared 
with either the low- or high-context-culture negotiations. The mixed- 
context-culture negotiators do not appear to have knowledge struc- 
tures that become accessible when they realize they are negotiating 
across cultural boundaries. Instead they appear to be building those 
knowledge structures as they go—a formidable task to accomplish at 
the same time as trying to negotiate a multiple-issue agreement. 
What to do? 

In a mixed-culture negotiation that lasts from a few weeks to a 
few months, it is unlikely that negotiators are going to generate 
knowledge structures that fuse their cultural differences. It seems 
more likely that one or the other is going to have to abandon a cul- 
turally familiar strategic negotiation style and take up as much as 
possible the other party’s strategic negotiation style. Clearly, taking 
up a low-context negotiation style requires more than reciprocat- 
ing questioning. It also requires learning how to make the transition 
from questioning to consolidation of information into offers. And 
taking up a high-context negotiation style requires more than mak- 
ing early offers. It requires using offers to search as opposed to using 
offers to anchor negotiations. Excellent global negotiators need to 
be prepared with both high- and low-context knowledge structures 
for negotiation. 


Consolidating Knowledge 
About Negotiation Strategy 


The next chapters turn to different negotiating venues: dispute res- 
olution, teams, and social dilemmas. Everything in the first four 
chapters of this book is relevant to negotiating in those venues, so 
let’s review what we’ve covered: 

In Chapter One we became familiar with all the basic building 
blocks of negotiation strategy: parties, positions, issues, interests, 
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priorities, BATNAs, reservation price, and target. We learned how 
to use all these concepts to produce a Negotiation Planning Docu- 
ment. We learned a little about integrative and distributive negoti- 
ation strategy. 

In Chapter Two we acquired an in-depth understanding of cul- 
ture and also worked with a model that explains how culture affects 
negotiators’ interests, priorities, and negotiation strategies. 

In Chapter Three we took a close look at criteria for good and 
bad deals and then plunged into how to analyze a negotiation for 
integrative potential. Looking at some cultural differences in inte- 
grative and distributive outcomes underlined the importance of 
going after integrative value. 

In this chapter we have learned how to do that. We saw that ne- 
gotiators have two strategic compulsions: the need for information 
and the need to influence. We also saw that negotiators from high- 
and low-context cultures enact those compulsions rather differently. 

As we move to see how negotiation strategy works in the ven- 
ues of dispute resolution, teams, and social dilemmas, we will rely 
on and extend our understanding of deal-making negotiations. 


Chapter Five 


Resolving Disputes 


Conflict is the perception of opposing interests. Conflict occurs 
when people are interdependent, need to share resources, and find 
that they have opposing interests concerning how those resources 
should be distributed.' For example, Shuji Nakamura, the inventor 
of the Blue LED, received ¥20,000 (about $200) for his invention. 
Court records estimate that Nichia Corporation, his employer at 
the time of the invention, would generate ¥120.8 billion (about 
$120.8 million) over the lifetime of the patents. Nakamura asked 
for more, which he expressed as the claim, “You owe me more com- 
pensation.” Nichia rejected his claim, saying, “No, we already paid 
you all the compensation you are entitled to.” 

At this point the conflict between Nakamura and Nichia Cor- 
poration became a dispute. A conflict is the perception of oppos- 
ing interests; a dispute is a rejected claim.’ In the continuation of 
this dispute, Nakamura filed a lawsuit claiming ownership of the 
patent and requesting ¥2 billion (about $200 million) in compen- 
sation (see “Nichia Corporation Versus Shuji Nakamura” on the 
CD-ROM). 

No culture is immune from conflicts and disputes. People 
everywhere in the world experience conflict, make and reject 
claims, and try to resolve disputes. How they do so varies system- 
atically with culture. Culture affects which claims are made, why 
they are rejected, and how disputes are resolved. The cross-cultural 
negotiator, armed with a fundamental understanding of dispute res- 
olution and sensitivity to culture, should be prepared to negotiate 
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the resolution of disputes regardless of where in the world the dis- 
pute occurs. 

This chapter begins by explaining how disputes arise and why 
they tend to escalate. Then it introduces three approaches to re- 
solving disputes: interests, rights, and power. Within that discus- 
sion, it also discusses options for confronting conflict directly or 
indirectly and when each option is culturally appropriate. 


How Disputes Arise and Escalate 


Not all conflicts turn into disputes. Contracts are carefully crafted 
and relationships carefully cultivated to minimize misunderstand- 
ings that lead to disputes. Yet neither the contractual nor the re- 
lationship approach to minimizing disputes is foolproof within 
cultures, much less across cultures. Claims are made and rejected 
because not every contingency can be anticipated at the time a 
contract is signed and not every difference in interpretation can be 
identified and resolved in advance. Claims are made and rejected 
also because not all relationships are strong enough to overcome 
the cost and disappointment of an unfulfilled expectation. 

Too, disputing is often emotional. People tend to take the re- 
jection of their claims personally. Deal making can become emo- 
tional, but deal-making negotiations do not normally start out with 
outraged, angry, hurt, unhappy negotiators. Dispute resolution ne- 
gotiations often do. Disputes over goals and resources (called task 
conflict) and disputes over means, including the dispute resolution 
process itself (called procedural conflict), may easily spill over into in- 
terpersonal conflict, with each party blaming the other. When claims 
are made and rejected, peoples’ self-respect is affronted—for exam- 
ple, “How dare Nichia claim that the patents were a corporate-wide 
effort?” Once an event is framed as an insult, emotions are engaged 
and dispute resolution negotiations may not only have to resolve 
the issues in dispute but also have to restore the honor and self- 
respect of the disputants. Let’s look at three basic approaches to 
dealing with these difficult situations. 
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Interests, Rights, and Power: 
Three Approaches to Resolving Disputes 


There are three approaches to resolving disputes: negotiators can 
identify their interests and integrate them; they can try to determine 
who has rights under some standard of rules, contract, law, or prece- 
dent; or they can determine who has more power and the weak 
party can concede. Exhibit 5.1 shows these three approaches to dis- 
pute resolution as concentric circles, with interests embedded 
within rights and rights embedded within power.* The concentric 
circles indicate that negotiations focused on interests occur within 
the context of who is right and who is wrong under some rights 
standard. Negotiations focused on the rights occur within the con- 
text of who is more powerful. 

Negotiating to resolve a dispute via integrating interests, deter- 
mining rights, or relying on power is a dynamic process. It can start 
in the interests, the rights, or the power circle, but it does not nec- 
essarily stay in the circle in which it begins. 


Exhibit 5.1. Three Approaches to Resolving Disputes. 


Power 


Rights 


Source: W. L. Ury, J. M. Brett, and S. B. Goldberg, Getting Disputes Resolved: Designing a 
System to Cut the Costs of Conflict (Cambridge, Mass.: Program on Negotiation, Harvard 
Law School, 1993). Reprinted by permission of John Wiley & Sons, Inc. 
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As an example of this kind of shift, recall the dispute described 
in Chapter One between the U.S. and Chinese joint venture man- 
agers over data. When the U.S. manager realized the report was not 
providing the data he had expected he called his Chinese counter- 
part to ask for a meeting to discuss his data needs. She politely put 
him off. A day later he was called into her manager’s office and told 
that there was no problem with the report: it was exactly as it had al- 
ways been, and would not be changed. The U.S. manager, who had 
not been angry at his Chinese counterpart, was now furious. From 
his cultural perspective his counterpart’s behavior—trefusing to meet 
with him and then getting her superior involved, was inappropriate. 
He had wanted to talk about his interests; she had escalated the dis- 
pute to power by involving her superior. She was content with this 
culturally appropriate approach. She had maintained harmony. He 
was offended, worried about always having to work through her boss 
to work with her in the future, and concerned that if his U.S. su- 
periors learned that he could not manage conflict with his joint- 
venture peers, his career would be affected. From her perspective the 
conflict was resolved; from his, it was ongoing. 

The next three sections elaborate on interests, rights, and 
power as approaches to resolving disputes. They illustrate how each 
of these approaches is used in different cultures. They also give ad- 
vice for analyzing a dispute from each of these three perspectives. 


Uncovering Interests 


Interests are the reasons why claims are made and rejected. They 
are the needs and concerns underlying parties’ positions on the is- 
sues in dispute. 


Self-Interests and Collective Interests. Culture affects the relative 
importance of self-interests versus collective interests.’ People all 
over the world are concerned with realizing their goals and being 
respected by others, as well as with achieving the goals of the social 
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groups to which they belong and acting in ways that reflect posi- 
tively on those groups. In individualist cultures, self-interests gener- 
ally take precedence over collective interests. In collective cultures, 
collective interests generally take precedence over self-interests. Of 
course, people from collective cultures have self-interests and peo- 
ple from individualist cultures have collective interests; it is just that 
when they act within their own culture, the stimuli of everyday life 
cue culturally consistent behavior. When one disputant is from a 
collective culture and the other is from an individualist culture, 
there may be an opportunity to trade self-interests off against col- 
lective interests. But there may also be frustration and misunder- 
standing, because a primary focus on self-interests as opposed to a 
primary focus on collective interests can lead to different outcomes. 

In one of our studies using a dispute simulation called Summer 
Interns, we compared the way Hong Kong Chinese and U.S. man- 
agers resolved a dispute between the director of human resources 
and the director of engineering for a heavy-construction company.° 
The dispute was over the hiring of summer interns. Companies in 
many cultures hire university students as summer interns. The pri- 
mary purpose of these programs is long-term recruiting. Summer 
internships provide both students and companies with information 
on which to base a postgraduation offer of permanent employment. 
A secondary purpose of summer internships is relatively low-cost 
temporary labor. In our Summer Interns scenario, Engineering 
asked for summer interns early because Engineering had work for 
them. HR was not able to supply the interns, and Engineering 
went out and hired two on its own. HR then claimed that the two 
interns hired by Engineering would not be part of the summer in- 
terns program and that Engineering would have to pay for them it- 
self. Thus there were two interrelated issues that needed to be 
resolved immediately: who was going to pay for the two summer 
interns that Engineering had already hired and whether these two 
employees were going to be participating in all of HR’s summer in- 
terns programs, such as orientation and mentorship. There were 
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numerous other issues, including how and when future interns 
would be hired. 

Most of the Hong Kong Chinese managers were uncomfortable 
in the Summer Interns dispute resolution simulation. They told us 
they would prefer to discuss the problem with their boss. But since 
we did not provide a boss, they tended to resolve the two immedi- 
ate issues and direct the other issues to a committee of peers who 
also used summer interns in their departments. Most of the U.S. 
managers negotiated fairly elaborate agreements, often resolving 
first how they were going to interact with each other in the future 
over summer interns and then deciding what to do about the im- 
mediate problem. 

Different patterns of interests generate different outcomes. 
Which outcome do you prefer, the Hong Kong Chinese managers’ 
agreements that took into account the collective interests of those 
not at the table or the U.S. managers’ agreements that resolved all 
the issues at one meeting? It depends a little on your perspective, 
doesn’t it? If you were the Engineering manager and your interests 
were met, the multifaceted U.S. solution would be both expedient 
and best. If your interests were not met, involving your peers in 
other departments in a thorough evaluation of the program might 
result in a better, if less expedient, outcome. If you were one of these 
managers’ peers and the resolution of their dispute would likely set 
a precedent for your future summer interns, would you prefer the 


U.S. or the Hong Kong Chinese model? 


Advice for Analyzing Interests. When negotiating with disputants 
from collective cultures, disputants from individualist cultures are 
most likely to err by underestimating the extent of concern for the 
collective on the part of the collective-culture disputants. Dis- 
putants from individualist cultures need to keep in mind that man- 
agers in collective cultures share many similarities to union leaders 
and political leaders, whose continuity in office depends on their 
ability to deliver value to their constituencies. In collective cul- 
tures, future social status depends on the maintenance of relation- 
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ships and harmony within the social group. When a negotiation 
process or outcome imperils relationships or harmony, social well- 
being is threatened. No wonder disputants from collective cultures 
are so concerned about the collective interest. 

Recall the Negotiation Planning Document first presented in 
Chapter One. When adapting it to analyze a dispute that crosses 
collective-individualist boundaries, it may be wise to add a column 
representing the positions, interests, and priorities of the collective, 
in addition to columns for each of the parties at the negotiating 
table. 

It may be difficult to guess negotiators’ interests. Sometimes his- 
torical and cultural information can help. In the Blue LED example 
that opened this chapter, the inventor, Nakamura, wanted to be 
compensated for his invention commensurate with his contribution. 
Underlying that position may have been a collective interest as well. 
The Blue LED was a major breakthrough, perhaps worthy of a Nobel 
Prize. If any Japanese inventor was in a position to challenge the am- 
biguity of Japanese patent law that seems to provide nonexclusive 
rights for the employee for his invention, it was Nakamura.’ 

In thinking about uncovering interests, keep the following 
thoughts in mind: 


¢ Culture affects the relative importance of self-interests and 
collective interests, and the relative importance of these two 
different types of interests can lead to different outcomes. 


e Do not underestimate the importance of collective interests 
when negotiating with a disputant from a collective culture or 
the importance of self-interests when negotiating with a dis- 
putant from an individualist culture. 

e Why and why not (as in “Why are you rejecting my claim?” 
and “Why can’t you grant my request?” are the fundamental 
questions for uncovering interests across cultures. Negotiators 
from high-context cultures, however, may be uncomfortable 
with direct questions, and you may be better off making pro- 
posals to uncover their interests. 
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Integrative Agreements for Resolving Disputes 


Once you know the other disputant’s interests, there are a number 
of ways to identify integrative solutions besides trading off low-val- 
ued interests for high-valued ones. Some disputes can be resolved if 
the party rejecting the claim will take a onetime, non-precedent-set- 
ting step. Reconsider our joint venture example. The Chinese man- 
ager might have been willing to provide the requested data on 
a onetime basis, giving the U.S. manager time to look for other 
sources for the information he needed. Or perhaps the Chinese man- 
ager rejected the U.S. manager’s claim because he felt that the data 
requested would be unreliable and hence of little value. A limited- 
duration experiment with criteria for evaluation would have met 
such an interest quite nicely. Often disputes uncover fundamental 
problems, and disputants are satisfied with a plan to work on those 
problems. The Chinese manager might have said, “I’d be happy to 
give you that information if I could get it using the software that 
we’ve got, but I can’t. Can you help me make a case for purchasing 
anew software package so we can get the information you need?” Fi- 
nally, sometimes a short-term fix is enough. The Chinese manager 
might have offered, “I can’t give you exactly what you want, but I 
could give you something similar.” Exhibit 5.2 identifies six different 
types of integrative agreements for resolving disputes. Knowing in- 
terests may lead to non-precedent-setting solutions, limited-duration 
experiments, or the discovery of fundamental problems that both 
parties agree need to be managed more effectively. 


Determining Right and Wrong 


Rights are embedded in standards of fairness, corporate rules, con- 
tract, law, or precedent. As compared to interests, rights are ab- 
stract, generalized principles. Disputants justify making and 
rejecting claims with a variety of rights standards. The U.S. man- 
ager requesting new data used an implied fairness standard: “I need 
these data to. . .” The Chinese boss, in rejecting the claim, relied 
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Exhibit 5.2. Integrative Agreements for Resolving Disputes. 


Type of Agreement Description 


Trade-off agreement Agreement in which parties make conces- 
sions on low-priority issues in order to gain 
more on high-priority issues 


Narrowly focused agreement Agreement that focuses on the particular 
circumstances of the dispute, as opposed to 
the general principle underlying the dispute 


Limited-duration agreement Agreement to try something for a limited 
time and then evaluate before continuing 


Contingent agreement Agreement that depends on another event, 
usually in the future 


Broadly focused agreement Agreement that focuses on the interests 
underlying the dispute 

Future-based agreement Agreement that deals with the future before 
dealing with the past 


on precedent: “The report contains what it has always contained.” 
He could have used a fairness justification: “You should have asked 
for what you wanted before the report was compiled. It’s not fair 
that she be asked to rerun the report for some after-the-fact notion 
of yours.” When the dispute between Nichia and Nakamura trans- 
formed into a lawsuit, the claim and its rejection rested on differing 
interpretations of Japanese patent law. Nakamura took the position 
that the law provided nonexclusive rights to the employee for his 
invention, and Nichia claimed that it owned the patent because it 
had paid Nakamura ¥20,000 in compensation. 

Rights standards endow claims with legitimacy, and in princi- 
ple, legitimate claims should be easier to accept. In fact, three char- 
acteristics of rights standards make rights-based dispute resolution 
problematic. First, a single standard may be interpreted in contra- 
dictory relevant ways. Second, several relevant potential rights 
standards may contradict each other about what the outcome (for 
example, who wins) should be. Third, imposing a rights standard on 
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a dispute generates a win-lose, distributive outcome. People resist 
negotiating losses. Instead, they agree to disagree about who is right 
and who is wrong and escalate the dispute to a greater degree within 
the rights circle (for example, by going to court); or beyond rights 
to the wider context of power. 

Some rights standards are explicit, like laws and contracts that 
result from negotiations in which parties agree to terms and condi- 
tions to govern their interactions. Other rights standards are im- 
plicit, as in the case of norms such as deference to status or age, and 
standards of fairness, such as equity and equality. Explicit standards 
are codified and enforced by social institutions such as organiza- 
tional hierarchies, the police, and the courts. Implicit standards are 
embedded in the cultures of social groups and enforced by social ac- 
ceptance and social ostracism. 


Using Rights in Different Cultures. The basic principle of fairness 
as a justification for making and rejecting claims extends across cul- 
tures. However, reliance on one versus another standard of fairness 
varies with culture because values (what is important) and norms 
(what is appropriate) extend only to the boundaries of social groups.* 

Catherine Tinsley audiotaped and transcribed managers from 
Germany, the United States, and Japan as they tried to resolve the 
Summer Interns dispute.’ She coded every argument and justifica- 
tion used during the forty-five minutes allowed for negotiation. Ex- 
hibit 5.3 shows her definitions and some examples of explicit rules, 
implicit rules, future rules, and precedent. Exhibits 5.4 through 5.7 
illustrate her findings with respect to various rights standards. The 
data in these figures illustrate significant differences from what 
would be expected if culture did not matter. Technically, they are 
called residuals from expected values. If managers in a cultural 
group are using a behavior as frequently as expected (given what 
else they are discussing), the residual will be zero. If they are using 
it more than expected, the residual is positive, and if using it less 
than expected, the residual is negative." 
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Exhibit 5.3. Coding Rights Standards 


in the Summer Interns Study. 


Code Statement Type Example Explanation 
Explicit References to “Did you post the Provides a 
rules explicit rules, job for 48 hours?” standard with 
procedures, or “T consider that organizational 
regulations Lam due two legitimacy on 
interns.” which to base 
an agreement 
Implicit References to “You’re setting a Provides a 
tules implied rules, bad example.” standard with 
standards, and “T don’t think that’s Social legitimacy 
norms. a fair distribution.” 00 which to base 
an agreement 
Statements about “You are not sup- 8 
fairness or “right- posed to hire on 
ness or wrongness” —_- your own.” 
of actions. 
Precedent Salient actions “SIP always starts Provides a 
that happened in in June.” historical prece- 
the past “This is similar to dent on which to 
last year’s case.” base an agreement 
Future Proposals to “From now on | Provides standards 
tules create future rules promise interns for how the prob- 


to govern the 
relationship 


within three 
weeks.” 


“Next year, how 
about if I come to 
you!” 


lem will be dealt 
with in the future; 
may be coupled 
with a withdrawal 
of the current 
claim 


Source: Courtesy of Catherine H. Tinsley. See also Catherine H. Tinsley, “How 
We Get to Yes: Predicting the Constellation of Strategies Used Across Cultures to 
Negotiate Conflict,” Journal of Applied Psychology, 2001, 83, 316-323. Reprinted by 


permission. 
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Exhibits 5.4 through 5.7 show a very interesting pattern of cul- 
tural differences in the use of rights standards. Exhibits 5.4 and 5.5 
show that the German managers were more likely to use explicit 
and implicit rights standards when negotiating than were the U.S. 
managers. The U.S. managers, in contrast, were more likely than 
German or Japanese managers to set up rules to govern future in- 
teraction (how the summer interns would be hired in the future) 
when negotiating (see Exhibit 5.6). Exhibit 5.7 shows that the 
Japanese managers were more likely to rely on precedent when ne- 
gotiating than were German or U.S. managers. In short, the data 
suggest that when resolving disputes the Germans look to rules, the 
Americans to the future, and the Japanese to the past. 


Using Rights to Resolve Disputes. Trying to use rights standards 
to resolve disputes can be extremely frustrating. Often one standard 
is used to justify a claim and another to justify rejecting it. Which 
standard should prevail? If the two parties agreed on the rights stan- 
dard, they would not have a dispute in the first place. The process 


Exhibit 5.4. References to Explicit Rules, Procedures, 
Regulations, and Jurisdictions in the Summer Interns Study. 
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Source: Courtesy of Catherine H. Tinsley. Reprinted by permission. 
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Exhibit 5.5. Statements About Fairness 
and Norms in the Summer Interns Study. 
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Source: Courtesy of Catherine H. Tinsley. Reprinted by permission. 


Exhibit 5.6. Establishing Future Rules 
in the Summer Interns Study. 
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Exhibit 5.7. Reliance on Precedent in the Summer Interns Study. 
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of rights-based dispute resolution is one of searching for an accept- 
able rights-based standard. But any standard suggested by one party 
will be viewed as self-serving by the other party.'! The U.S. manager 
in the joint-venture dispute made his claim on the basis of need. 
The Chinese manager might have rejected his claim based on eq- 
uity: “It’s not fair for me to have to rerun the report.” 

When we add cultural differences in preferences for rights stan- 
dards to other cultural and normal differences (for example, which 
rights standard best supports my position, versus which rights stan- 
dard should apply), the rights approach to dispute resolution be- 
comes even more frustrating and confusing. Within a given culture 
there is still an array of different possible fairness standards, making 
it difficult to know which rights standard would be most acceptable 
in which culture. For example, the major cultural influences on Chi- 
nese negotiating style suggest that there are actually three “norma- 
tive” standards in China: need, equality, and equity.” The Confucian 
legacy in China, which emphasizes hierarchy and tradition and 
teaches social responsibility, supports the need standard. Chairman 
Mao’s vision of communism supports the equality norm. Sun-Tzu’s 
ancient principles in The Art of War, which emphasize strategy, de- 
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ception, and taking advantage of an adversary’s misfortune, support 
an equity principle, that is, the strong will prevail.” 


What to do? 


¢ Realize that when suggesting a rights standard for resolving 
a dispute, you and the other party are each going to suggest a 
standard that results in a self-beneficial outcome. 


e When weighing potential rights standards, think about what 
the other party might consider fair. 


¢ Recognize that using a rights standard to resolve a dispute or- 
dinarily means that one party will win and the other will lose. 
This makes it difficult for disputants to agree on which stan- 
dard to apply. 


Rights-based negotiation strategies do settle some disputes. Dis- 
putants may change their positions when new credible information 
becomes available to interpret a situation or a standard. Lawyers, for 
example, seek evidence and search for legal precedents. New evi- 
dence that is credible and clear may encourage disputants to with- 
draw claims or grant them. When new credible evidence makes the 
basis for claims uncertain, disputants may compromise, shift their 
dispute resolution focus and seek an interests-based settlement, or 
seek to clarify the rights standard. 

Rights-based settlements may also occur after disputants con- 
sider their BATNA—what will happen if no agreement is reached. 
If a third party is likely to get involved, disputants may consider 
how persuasive their rights standard is likely to be with that third 
party. Concluding that your argument is not very persuasive may 
motivate you to concede to the other party’s standard. 

Intuitively, persuasion (rational argument, which we discussed 
thoroughly in Chapter Four) would seem to be an appropriate way 
to convince the other party that you are right and he or she is 
wrong under some rights standard. In fact, argument that does not 
contain new credible information is widely perceived as self-serving 
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and is consequently ineffectual. When one party withdraws or 
grants a claim after a fierce argument in which no new information 
was exchanged, the concession is as likely motivated by a decision 
that pursuing the claim was not worth the costs or by a desire to re- 
store harmony as by enlightenment. 

In thinking about rights and culture, keep the following in mind: 


¢ Culture affects how strongly disputants rely on rights standards 
and the standards they prefer to use. 


@ It is difficult to know which standard will be acceptable to the 
other disputant. This is so because there are so many different 
rights standards and because different aspects of culture sup- 
port different standards. 


e Rights standards are often suspect and therefore discounted. 
After all, disputants are unlikely to propose a rights standard 
that does not benefit them. 


e The key to success in using rights standards to resolve disputes 
is either to propose a standard that the other disputant will 
agree is fair or to provide new credible information that makes 
the proposed standard appear fair. Without new credible infor- 
mation, argument is unlikely to work. 


Using Power to Resolve Disputes 


Power is the ability to get what you want from a dispute—to have 
your claim granted or your rejection upheld. Theoreticians talk 
about power in terms of dependency. In general, the more depen- 
dent you are, the less powerful you are. If you have good alterna- 
tives, you are less dependent and therefore more powerful." 
Understanding power in terms of dependency makes it easier 
to see how both status and BATNA are alternative indicators of 
power. As we discussed in Chapter Two, in hierarchical cultures 
high-status parties are viewed as powerful, because they have 
greater access to resources than do low-status parties. High-status 
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parties can help low-status parties and culturally are expected to do 
so. In return, low-status parties defer to high-status parties. In Chap- 
ter One we pointed out that BATNA is a source of power because 
the better your BATNA the more you can demand of the other 
party, since you have a pretty good alternative to turn to. 

In disputes, figuring out who is more powerful is not as easy as 
just determining who has the higher status or better BATNA. In 
disputes especially, parties evaluate their power through self-serving 
and cultural lenses. People do not like to lose; because admission is 
tantamount to conceding, people do not like to admit they are the 
low-power party in a negotiation. It is easy to see after the fact that 
the U.S. manager in the joint-venture example was not powerful. 
He did not get what he wanted. But what about before he made the 
claim? Had he known in advance that his request was not only 
hopeless but also risked censure he might not have made the claim 
in the first place. Surely he did not view his claim as without merit 
or himself as powerless to promote the claim. 


Linked BATNAS. As mentioned in Chapter One, negotiators’ 
BATNAs are usually linked in disputing. Just saying no in dispute 
resolution negotiations does not make the claim go away. The other 
party can continue to press the claim—to a boss, to peers, to the 
press, to court—and you have to deal with it. 

The Blue LED example illustrates how BATNAs are linked in 
dispute resolution. When Nakamura could not reach a negotiated 
agreement with Nichia Corporation, he filed a lawsuit to gain con- 
trol of the patent. Apparently Nakamura expected to win because 
Japanese law allows patents to be assigned to the individual inven- 
tor even when they are working for a firm. Nichia also no doubt ex- 
pected to win because it had filed the patents and paid Nakamura 
the standard patent compensation. The court ruled that Nichia 
owned the patent but that Nakamura was entitled to reasonable 
compensation for his efforts." 

A lower court then awarded Nakamura the full $190 million 
that he sought. Nichia appealed. The higher court gave the parties 


132 NEGOTIATING GLOBALLY 


three months to negotiate an agreement, saying that if they did not 
reach agreement by the deadline the court would decide. This time 
a negotiated agreement was reached. Nakamura got ¥843 billion 
(about $8.4 million) and Nichia got exclusive control over 159 
other patents that had been developed by Nakamura while work- 
ing for Nichia.'° 

In deal-making negotiations, it is wise to consider the other 
party’s BATNA in order to understand his or her reservation price. 
In dispute resolution negotiations, it is critical to understand the 
other party’s BATNA. Instead of focusing mainly on your own 
BATNA, think about the other party’s BATNA. Besides knowing 
your best alternative, you need to know what your worst alterna- 
tive is. What is the worst thing the other party can do to you? 
Nakamura’s best alternative to an impasse in negotiations was to 
take Nichia to court and win. Nakamura’s worst alternative was 
to take Nichia to court and lose. Since Nakamura neither had con- 
trol over the Blue LED patents nor had received much compensa- 
tion for them, he didn’t have much more than time and legal costs 
to lose going to court. While such transaction costs of disputing 
were probably not trivial in this situation, Nakamura’s decision to 
go to court is understandable even if he thought he had less than a 
50-50 chance of prevailing. In contrast, Nichia had a lot to lose: 
patent control and a potentially huge cash payment. Given that ex- 
posure, Nichia would have to be awfully certain it would prevail be- 
fore negotiating to an impasse with Nakamura. Of course, we’ll 
never know if both parties in the Blue LED dispute had a clear vi- 
sion of their BATNAs. But the failure to understand how BATNAs 
are linked and the failure to be able to see your BATNA without 
self-serving bias are probably the most common mistakes dispute 
resolution negotiators make. 


Differences by Culture in the Use of Power in Disputes. Dis- 
putants from different cultures use power rather differently. In the 
Summer Interns study, Catherine Tinsley found that Japanese man- 
agers were more likely than either German or U.S. managers to use 
power-based strategies.'’ Exhibit 5.8 shows Tinsley’s coding of three 
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Exhibit 5.8. Coding Power Tactics in the Summer Interns Study. 


Code Statement Type Example Explanation 
Blaming Accusatory, “Youmake asham Used to shame 
and disapproving out of this process.” other into taking 
shaming statement responsibility or 
making a 
concession 
Threat, Statements that “If it doesn’t goas Used to intimidate 
ultimatum suggest negative quickly as it should, other into making 
consequences then we are forced a concession to 
associated with to take things into —_ avoid threatened 
continuing current our own hands.” negative 
behavior consequences 
Powerful Suggesting that “Besides us, many Suggests negative 
people powerful people other departments _ social sanctions 


support your 
position 


are unhappy.” 
“Why don’t we ask 


unless concession 
is made 


the board what it 
thinks?” 


different power strategies: blaming and shaming, threats and ulti- 
matums, and involvement of powerful people. 

Exhibits 5.9 through 5.11 show the significant patterns of dif- 
ferent uses of power among Germans, Japanese, and Americans 
doing the Summer Interns simulation. Recall that the bar graphs 
show deviations from expected values, represented by 0. A positive 
bar means the behavior was exhibited more than expected, a nega- 
tive bar that it was exhibited less than expected. 

Tinsley suggests that the power strategy is more comfortably used 
in Asian than other cultures because of the hierarchical social strat- 
ification of those cultures.'* This is certainly the pattern in Exhibits 
5.9 through 5.11. Exhibit 5.9 shows that the Japanese engaged in 
more “blaming and shaming” than the Germans or Americans. In 
hierarchical cultures such acts remind a disputant of his or her role 
in society (which the claim and rejection indicate he or she forgot). 
According to one close observer of Japanese dispute resolution style, 
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Exhibit 5.9. Blaming and Shaming 
Power Tactics in the Summer Interns Study. 
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Source: Courtesy of Catherine H. Tinsley. Reprinted by permission. 


the more emotional the appeal the more likely it is to be persuasive, 
because to refuse to concede in the face of such a plea, the recipient 
would have to ignore his or her role in society.” 

Exhibit 5.10 shows the use of threats. Note that the scale here 
is much smaller than in the other exhibits. This indicates that 
threats were not used as much as the other power tactics. However 
the pattern in Exhibit 5.10 is the same as in Exhibit 5.9. The Japan- 
ese were more likely than the Americans to use threats. (There will 
be more about threats in the section that follows.) 

Exhibit 5.11 shows that Japanese managers were also trying to 
enhance their power by alluding to the support of powerful others.” 
This too, is consistent with hierarchical culture. If you do not have 
the status yourself to bring about the other disputant’s concession, 
perhaps the other disputant will concede when he or she realizes 
that you have a relationship with others who are powerful. It is not 
an empty threat. In hierarchical, high-context, collective cultures, 
conflict is not viewed as an isolated event. Therefore involving oth- 
ers who have a broader view of the context of the conflict makes 
perfect sense from this perspective. 
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Exhibit 5.10. Threats in the Summer Interns Study. 
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Exhibit 5.11. Allusions to Powerful People 
in the Summer Interns Study. 
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Using Power to Win and Lose 


An irony comes with using power: if you have to use power it costs 
you, and sometimes when you use power and win, you also lose. 


Advice for Making Threats. The key to using power effectively is 
to make threats that you are willing to carry out but that you do not 
have to, because there are transaction costs and relationship costs 
of following through on threats. Here is some advice for making 
threats: 


e Threaten the other party’s interests. Get their attention. 


© Be clear about what the other party needs to do to avoid the 
threat being acted on. “If you do not do , then I will 
do a 

¢ Do not make threats you are unwilling to carry out. Following 
through should hurt them more than it costs you. 


To understand these important elements of making threats, let’s 
work through an example from the Summer Interns study. If the 
HR and engineering managers cannot reach an agreement, each 
has the ability to threaten the other. The engineering manager 
might threaten to involve his peer department heads in the dispute 
over the summer interns program, essentially taking the design of 
the program out of the hands of the HR manager. This is a poten- 
tially effective threat because it gets to the HR manager’s interests, 
and it is credible. The HR manager wants to retain control of the 
summer interns program; the threat gets to her interests because it 
threatens her control. The threat is credible, because involving the 
other department heads is definitely something the engineering 
manager could do, even though it would cost him time and effort. 


When Winning Is Losing. Any time there is an ongoing relation- 
ship between disputants or the potential for a future relationship, 
winning a power contest is likely to lose the relationship. Back to 
our Summer Interns example: if the engineering manager follows 
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through on his threat, he is still going to have to continue working 
with the HR manager. If the engineering manager involves the 
other department heads and effectively takes control of the summer 
interns program away from the HR manager, she is likely to be very 
reluctant to cooperate with him on other future employment mat- 
ters. Thus using power to win may turn out to be a rather empty vic- 
tory when parties have to continue to work together. 


Advice for Using Power 


In thinking about power and culture, keep the following ideas in 
mind: 


¢ Power in disputing is different from power in deal making in 
one key respect: disputants’ BATNAs are linked. Instead of 
considering the best alternative for you if no agreement can 
be reached, it is important to consider what the other party 
can do to you if no agreement can be reached. Instead of your 
best alternative, consider your worst alternative to a negoti- 
ated agreement. 


¢ Culture affects the choice of which power tactics are used. 
When negotiating with a disputant from a hierarchical cul- 
ture, recognize that blaming and shaming tactics are remind- 
ing you of your social responsibilities; allusions to powerful 
people suggest power by association and potential social 
stigma if you do not concede. 


e If you have to use power it costs you. 


e When you “win” through power, you may also be losing in 
terms of an ongoing relationship or the potential for one. 


Procedural Choices for Resolving Disputes 


Now with a thorough understanding of interests, rights, and power 
it is useful to think about classifying procedures for resolving dis- 
putes not just by their focus on interests, rights, or power but also by 
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their degree of directness. Procedures for resolving disputes can be 
direct or indirect. In Chapter One we pointed out that negotiations 
vary in terms of the degree to which parties whose interests are at 
stake in the negotiation are directly involved in the negotiation. At 
one extreme the principles may be at the table; at the other extreme 
there may be no contact at all between the parties, with all the ne- 
gotiation occurring indirectly, for example, through the media. 


Claims Not Worth Pursuing 


Whether you choose to take a direct or an indirect approach to 
dispute resolution, you are confronting the matter, and you are pre- 
suming that, unless dealt with somehow, the dispute will have dys- 
functional consequences. In the example of the rattling bicycles 
mentioned in Chapter One, the claimant, the U.S. buyer, feared 
that if he did nothing, his Chinese partner would ship the rattling 
bicycles and his German buyer would reject them. The U.S. buyer 
judged the cost of doing nothing as greater than the value of 
the likely outcome of doing something. He confronted, although 
indirectly. 

Some claims, however, are not worth pursuing. In the example 
of the U.S. manager seeking different data from his Chinese coun- 
terpart’s report, the U.S. manager might never have made the claim 
if he thought that the Chinese boss would get involved. He would 
rather live with the data he had than risk censure from a higher- 
level manager. Had his Chinese counterpart just said no, he might 
have done nothing further. What happened instead is a classic ex- 
ample of how disputants often lose control over their disputes and 
why just walking away is seldom an option in dispute resolution ne- 
gotiation. The U.S. manager did not have the option of withdraw- 
ing his claim. His Chinese counterpart took it to the boss. Of 
course, if she had rejected the claim, she could not be sure that he 
would not pursue it with the boss. She may have reasoned that it 
was better to get there first. 

In short, because BATNAs are linked in disputing, once a claim 
has been made, nonconfrontation is not often a viable option. In 
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other words, the option for nonconfrontation—what is called lump- 
ing it in the language of dispute resolution—is all in the hands of the 
claimant. The claimant can decide to lump it before even making 
the claim. The claimant may also withdraw the claim and lump it 
at any time during the dispute resolution process, unless the claim 
has motivated a counterclaim. 

The value of lumping it deserves some attention. Once a claim 
has been made it is difficult for the claimant to control the ramifi- 
cations: revengeful counterclaims, public loss of face, or damage to 
the relationship. Societies simply would not function if people did 
not lump the petty, everyday annoyances of social life. The first 
consideration in dispute prevention is, therefore, “Should I make 
the claim, or lump it?” From here on, we assume that you have cho- 
sen to make and pursue the claim. 


Cultural Preferences for Direct or Indirect Confrontation 


When the other party uses a procedure that is not normative in 
your culture, you tend to take its choice personally—“She went to 
the boss because she wants to get me in trouble.” Personal attribu- 
tions about procedural choice escalate task conflict by extending 
the scope of the conflict from task to procedural and interpersonal. 
Recognizing that the other party’s behavior is normative in that 
person’s culture—“She went to the boss because that was the right 
thing to do in her culture”’—does not resolve the task conflict. It 
also does not resolve the procedural differences. But it does keep 
conflict from becoming personal. Understanding cultural differ- 
ences in preferences for procedures is the first step toward being able 
to resolve disputes across cultures. 

Characteristics of Asian cultures (high-context communica- 
tions, collective interests, hierarchical power distributions) encour- 
age disputants to confront indirectly—as did the Chinese woman 
who went to her boss with the request for data. Characteristics of 
Western cultures (low-context communications, self-interest, and 
egalitarian power distributions) encourage disputants to confront di- 
rectly. As with all cultural divides, this one is of relative emphasis, 
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and no randomly selected disputant from a given culture is likely to 
have a preference structure that perfectly matches the cultural pro- 
totype. Still, it is well worth understanding these cultural differ- 
ences in preference. 

Direct confrontation is consistent with the action-oriented and 
solution-minded communication that is characteristic of low-con- 
text cultures.”! It typically challenges the status quo—a right that is 
protected in egalitarian cultures but that is discouraged in hierar- 
chical cultures. Direct confrontation disrupts harmony, a value pro- 
tected in collectivist cultures. 

Indirect confrontation is consistent with an underlying concern 
for face. Face refers to the self-image one projects to others—how 
people think about themselves in social situations.” People want 
the respect of others because such respect validates their own self- 
worth. Disrespect affronts face; respect confirms it.” Giving face in 
negotiations means signaling respect for the other person even 
when you do not agree with his or her positions. This is how it 
works: If I give face (signal respect to you), you feel personally vali- 
dated. Then you are likely to reciprocate. Reciprocal respect should 
lead to a search for a resolution that takes the respect for the other 
into account. One good way to give face is to apologize. By apolo- 
gizing, a person accepts that he or she has violated some social 
norms and implicitly accepts responsibility for doing do. 

In contrast, attacking face in negotiations means signaling disre- 
spect for the person and disagreement with the person’s positions. 
Attacking face might occur in association with expressing contempt 
when rejecting a claim.” If a disputant feels personally demeaned, 
he or she is likely to reciprocate, which in turn may lead to a hard- 
ening of position, an emphasis on persuasion, and a restricted 
search for alternatives. Such negotiation behavior is likely to lead 
to distributive agreements at best, and possibly to impasse. 

Respect is important in all cultures. When parties are in conflict 
it is easy for conflict over issues to spill over into interpersonal con- 
flict and issues of face. Although face is not unimportant to people 
from individualist and egalitarian societies, it seems to be more im- 
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portant to people from collectivist and hierarchical cultures because 
of the emphasis in those societies on interpersonal harmony.” 
Maintaining face both confirms the person’s acceptance in a soci- 
ety (collectivism) and that person’s status within the society (hier- 
archy). It is easier to maintain face using an indirect approach than 
a direct one. The difference is really whether you tell the other 
party directly what you think of his or her action or whether you 
tell the other party enough so that the party figures out what you 
think of his or her action. 

When disputing is carried out indirectly through third parties, 
the disputants are buffered from each other. Third parties may also 
remind disputants, either directly or indirectly through their pres- 
ence, of the importance of relationships and social harmony, fac- 
tors that may be forgotten in the midst of emotional face-to-face 
negotiations. 

Recent theorizing suggests that face and relationship issues are 
more important when conflict is between people within a social or 
cultural group than between people in different social or cultural 
groups. The disrespectful behavior of out-group members does not 
carry as much social identity information as the same behavior of 
in-group members.”’ However, commercial disputes are frequently 
carried out in a public forum. Publicity may affect a party’s reputa- 
tion within its own culture. 

One example from the 1980s illustrates how a small U.S. com- 
pany, which by the way is still going strong and slightly renamed as 
Fusion UV Systems, used negative publicity to get huge Mitsubishi 
Electric to the negotiating table. Fusion held patents in the United 
States and Japan for an ultraviolet lamp that had applications in the 
printing and silicon chip industries. Fusion claimed that Mitsubishi 
Electric violated its patent rights in Japan. Mitsubishi Electric re- 
jected the claim, pointing out that it had recently won an industry 
award for its own ultraviolet technology. Fusion’s response was a 
negative publicity campaign about this dispute in the American 
and Japanese business press. The publicity must have been ex- 
tremely embarrassing to Mitsubishi Electric, because it appears to 
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have brought Mitsubishi Electric to the negotiating table, though 
not to resolution.’ It took ten years, and Fusion used every public 
relations pressure tactic it could muster from lobbying the U.S. 
Congress to getting Japanese patent law changed to shaming Mit- 
subishi repeatedly in articles in the business press. Finally, Fusion 
and Mitsubishi resolved their dispute privately. Their joint press re- 
lease announced an agreement, but no terms were ever released— 
a face-saving decision. 

Managers resolving disputes cross-culturally need the strategic 
flexibility to do so directly and indirectly. Claimants should be par- 
ticularly sensitive to cultural preferences for direct versus indirect 
confrontation, because choosing an approach that is culturally of- 
fensive to the other party may cause the dispute to expand from the 
original claim and become procedural and interpersonal. 


Advice for Choosing Direct Versus Indirect Confrontation. The 
following tips should be useful for choosing direct versus indirect 
confrontation: 


¢ Don’t take the procedural choice personally. It’s likely to have 
been motivated by culture, not a personal vendetta. 


¢ Know the other disputant’s cultural orientation. Direct confron- 
tation is consistent with the action-oriented and solution- 
minded communication that is consistent with low-context, 
individualistic cultures. Indirect confrontation is consistent 
with the concern for face and harmony characteristics of 
high-context, collective cultures. 


© Develop the flexibility to negotiate directly and indirectly. Use 
Exhibit 5.12 to help you choose a procedure. 


Confrontation and Approach 


Exhibit 5.12 organizes a variety of dispute resolution procedures by 
their degree of directness and their focus on interests, rights, or 
power. As the chart suggests, negotiation can be a direct confronta- 
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Exhibit 5.12. Classification of Dispute Resolution 
Procedures by Interests, Rights, and Power Approaches 
and by Direct and Indirect Confrontation. 


Approach Direct Confrontation Indirect Confrontation 


Interests | Negotiation between principals | Negotiation between agents 


Mediation Shuttle mediation 

Rights Negotiation Seeking intervention by a boss 
Bosses Organizational change to 
Advisory arbitration remove legitimacy 
Arbitration Legislation 
Court 

Power Negotiation using threats Negotiation using blaming 
(including involving third and shaming 
parties) Negative publicity 


Boycotts, strikes 


Physical violence 


tion procedure when engaged in by principals and more indirect 
when principals are represented by agents. Negotiation can also take 
an interests, rights, or power approach, and the approach can shift 
during the negotiation. (There will be more discussion later about 
when to take which approach and how to shift between them.) 

In column 2 of the exhibit, mediation is third-party-assisted 
negotiation, in which the third party has no authority to impose a 
settlement on the disputants. Mediation is direct when parties are 
always at the table with the mediator and indirect when the medi- 
ator engages in shuttle diplomacy. Mediation can be interests-based 
but it can also focus on rights and fairness standards. Mediators 
also may turn the spotlight on power to get the parties to realize 
that winning is losing. (There will be more on mediation in Chap- 
ter Six.) 

Also in column 2, arbitration is a quasi-judicial procedure in 
which the parties try to convince the arbitrator of the “rightness” of 
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their positions using fairness norms, law, contract, precedent, and 
so on. Bosses, too, can act like arbitrators. The difference is that ar- 
bitrators are independent neutrals, and bosses have interests of their 
own. And whereas arbitrators are supposed to make decisions based 
on rights standards, bosses may use other criteria for making deci- 
sions. The difference between arbitration and court is primarily that 
arbitration is private and parties get to choose their arbitrator. Judi- 
cial proceedings are public and judges are assigned, not selected. 

In column 3, there are two indirect procedures that merit some 
discussion: (1) organizational change to remove legitimacy and 
(2) legislation. Both of these procedures may be used when parties 
do not agree on what rule or law should prevail. Both can amount 
to engaging in indirect, rights-based negotiations by lobbying to 
have the rule or law changed. 

In the bottom cell of column 2, note that in addition to using 
threats in negotiation, parties may act on their threats, cutting off 
social interaction via boycott or strikes, or engaging in physical vi- 
olence such as war. 

The bottom cell of column 3 refers to the kind of blaming and 
shaming that we saw occurring especially among the Japanese ne- 
gotiating Summer Interns. Recall that the purpose is to remind par- 
ties of their social responsibilities. Negative publicity may also 
remind parties of their responsibilities; it may work also because it 
is just so onerous that the targeted party concedes in order to turn 
it off. 

Recall how the interests, rights, and power circles in Exhibit 
5.1 illustrated that negotiators’ interests exist within the broader 
contexts of their rights and of power. The question we need to 
address next is when to take which of these three approaches. 
Unfortunately, there is very little U.S.-based research and es- 
sentially no cross-cultural research to inform our answer in the 
context of disputing. Lacking research, the best approach is to 
consider what message is being sent with an interests, rights, or 
power opening. 
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When to Use Interests 


This may come as a surprise to you, but I want to caution you about 
opening dispute resolution negotiations with interests. There are 
two related reasons, one intuitive and the other based on empirical 
evidence. The intuitive reason is that if you open negotiations with 
interests you may be inadvertently sending a message of weakness. 
The empirical reason is that our research shows that when parties 
open with interests, the other party, thinking there is weakness to 
be exploited, may turn the negotiations toward rights or power. The 
interests-based negotiator in defense turns to rights or power and a 
conflict spiral ensues. Once this occurs—right and power are recip- 
rocated—it seems to be very difficult to turn the negotiation back 
to interests.” This may be because the party opening with interests 
feels exploited and becomes defensive. In contrast, when negotia- 
tions open with rights or power and go nowhere, parties seem to get 
the rights and power posturing out of their systems, and become re- 
lieved to turn to interests, where there might be movement toward 
an agreement. 

There may be some middle ground between opening with rights 
or power and opening with interests. Disputes are often about what 
happened—the facts of the situation. Disputants seldom agree 
about the facts, so this opening is not likely to lead to agreement (if 
there had not been disagreement about the facts there may not 
have been a dispute in the first place). But talking about the facts 
and agreeing to disagree may get the parties working together and 
signaling each other: “This dispute is important to me; you are 
going to have to participate to resolve it.” 


When to Use Rights 


Focusing on rights suggests to the other disputant that you have in 
mind a distributive outcome in which you win and he or she loses. 
Of course, if the other party did not mind losing, he or she would 
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most likely have granted your claim when you made it. Therefore 
opening negotiations by focusing on rights is unlikely to lead to a 
quick resolution of the dispute unless you have new credible rights 
information that the other party did not know when rejecting your 
claim. In fact, because disputants tend to reciprocate each other’s 
rights arguments, opening with or directing the negotiation toward 
such arguments may at least for a time escalate the dispute rather 
than resolve it.*° 

Still, there are three very appropriate times to use rights argu- 
ments in negotiations: 


e Use rights when you think that you have a standard that the 
other party has not considered and that, once the other party 
considers it, he or she will recognize the weakness of his or her 
own position and come to agreement. 


e Use rights when you have a standard that you think the other 
party is likely to accept as fair. Presumably, this standard will 
also benefit you. 


e Use rights when you want to make it clear that if the dispute 
cannot be resolved, you will go to a third party for resolution, 
and your argument to that party will be based on that same 
rights standard. 


When to Use Power 


Three factors impinge on the decision to use power: culture, emo- 
tions, and strategy. 


Culture. As we discussed earlier in this chapter, negotiators from 
hierarchical cultures (such as Japanese) spend proportionately more 
time discussing power when resolving disputes than do negotiators 
from egalitarian cultures (such as U.S. and German). This may be 
because they are trying to determine who has the higher status and 
therefore who should defer to whom. It may also be that they are re- 
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minding each other of their social responsibilities. It is important to 
recognize that despite the focus on power the Japanese negotiators 
resolved the summer interns problem. Focusing on power did not 
lead the Japanese to impasse. Consider what might have happened 
if the U.S. or German negotiators had spent as much of their nego- 
tiation on power issues. Given that the power approach is counter- 
normative for the latter groups, it seems likely that they would not 
have tolerated the power focus as well as the Japanese did. Here is 
some advice about culture and power: 


e When resolving a dispute with someone from an egalitarian 
culture, keep in mind that that person may be more comfort- 
able discussing interests than power. 


e When negotiating with someone from a hierarchical culture, 
keep in mind that that person may use power repeatedly to try 
to get you to step up to your social responsibility. 


e Also when negotiating with someone from a hierarchical cul- 
ture, keep in mind that that person might wish to involve a 
third party. 


Regardless of culture, when one negotiator focuses on power, 
the other is very likely to reciprocate.*! This may escalate the con- 
flict to encompass task, procedural, and interpersonal issues and 
lead to an impasse or a very one-sided agreement.” Of course, many 
negotiators would be quite satisfied with a one-sided agreement, so 
long as it benefits them and there are no relationship issues. 


Emotions. When people become emotional, as they often do when 
disputing, they are likely to lose perspective and become less coop- 
erative and less receptive to other ideas.” When people feel threat- 
ened, anxiety reduces their capacity for rational thinking, and when 
people become angry, their focus may shift from the task to retalia- 
tion. A study we did monitoring the dispute resolution communi- 
cations of eBay buyers and sellers illustrates these points nicely. The 
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more angry the claimant, the more angry the respondent and, no 
surprise, the less likely the dispute was to settle. But, holding anger 
constant, we also found that claimants who told the respondent 
what he or she should do (using words such as should, ought, or must) 
reduced their chances for settlement of their claim. In contrast, re- 
spondents who kept a cool head and provided a causal explanation 
for what went wrong increased the likelihood of settlement. We at- 
tributed these results to the effects of giving and affronting face.* 

There are also people who use emotional outbursts or tantrums in- 
tentionally in negotiations. Their purpose is to get the other party to 
make a concession to turn off the tantrum. The effect, of course, is just 
the opposite. If you make a concession in the face of the other party’s 
tantrum, you reinforce that party for using tantrums to negotiate! 

The way to manage a negotiator who uses tantrums intention- 
ally is to refuse to make concessions, but to keep negotiating. Put an 
offer on the table. See if you can change the focus. Take social re- 
sponsibility in the face of tantrums; the more frequently you and 
others make concessions to tantrums, the more tantrums become a 
learned negotiating strategy. 

Emotional outbursts may be more common in individualist cul- 
tures than in collectivist cultures, where values for harmony and 
concerns for face limit the display of emotion in negotiations. Yet 
signals of firmness are frequently used in collective cultures. No one 
loses face when a buyer walks away from a stall in an open-air mar- 
ket; yet a firm signal has been sent. In our eBay study, claimants 
(this time controlling for anger and commands) who communi- 
cated firmness (using words such as interfere, withhold, or control) in- 
creased their likelihood of dispute resolution.” 

Tantrums may also have both emotional and strategic down- 
sides. The emotional downside is that having tantrums takes its 
own emotional toll. In following up some interest-based negotia- 
tion training we did in a labor-management context, I was surprised 
to hear during a focus group with company representatives that “the 
relationship is much improved—Jeffrey [the union leader] doesn’t 
throw tantrums anymore; he talks with us about interests.” An hour 
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later, Jeffrey told me he was “a new man.” “In what way?” I asked. 
“You taught me how to negotiate using interests. You taught the oth- 
ers to listen and look for interests. I don’t have to throw a tantrum 
to get them to the table, and I don’t have to throw a tantrum to get 
them to engage in serious problem solving. You cannot imagine how 
my physical and mental health has improved!” I tell this story not to 
brag about our success in this instance but to point out that this ne- 
gotiator was using tantrums strategically. He knew it, and the com- 
pany people with whom he had to interact knew it. Moreover, doing 
so was taking a mental and physical toll on him—and probably on 
them too. 

The strategic downside of using emotion at the bargaining table 
is that many people try to avoid negotiating with those who have a 
reputation for using emotion intentionally. This is easier to do in 
deal making than in resolving disputes, when BATNAs are linked. 
In disputing, over time, people learn to manage the other side’s 
emotional outbursts by just saying no regardless of the merit of the 
claim. This escalates the costs of dispute resolution. Using emotion 
intentionally is a risky use of power at the bargaining table. 

Here is some advice about using emotions at the bargaining 
table: 


¢ Don’t reciprocate an emotional outburst. Failing to confront 
anger with anger does not make you appear weak. The effect 
is just the opposite. Reciprocating the other disputant’s emo- 
tional outburst draws you into his or her strategy and away 
from your own. It makes you appear unable to sustain your 
own strategic approach. 


© Don’t take an emotional outburst personally. Attributing an 
emotional outburst to something you did will only make you 
defensive and distract you from your preferred strategic ap- 
proach. Attributing rejections to situational factors, such as 
understaffing, or to stable characteristics of the person (“She 
never says yes to anyone the first time”) depersonalizes the re- 
jection and should reduce emotions. 
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© Consider putting the party’s behavior on the table. Tell the other 
party directly that his or her emotional behavior is interfering 
with dispute resolution. Ask if there is something you can do 
to help reduce the emotional tension. 


e Try apologizing for the other party’s emotional state. “I’m very 
sorry you are so upset” goes a long way toward diffusing a hot 
emotional standoff. 


© Call for a cooling-off period. Suggest taking a break from nego- 
tiations. You may need it as much as the other party. 


© Suggest involving a third party. Third parties can often act to 
buffer disputants who seem to bring out the worst in each 
other. 


Using Power Strategically. There are times when you will want to 
use power in dispute resolution negotiations. When you cannot get 
the other party to the table to talk, using power may convince him 
or her to come to the table. Recall that in the Blue LED example, 
the Japanese court finally told Nichia Corporation and Nakamura 
to negotiate a settlement or the court would impose one. 

You may also find it useful to resort to power when negotiations 
have broken down and all other attempts to restart them have failed. 
Recall Fusion’s negative publicity campaign against Mitsubishi Elec- 
tric when Mitsubishi rejected Fusion’s claim that Mitsubishi had 
violated Fusion’s Japanese patents. Fusion’s options at the time it in- 
stigated the negative publicity campaign were extremely limited. It 
could lump the claim, living with the risk that Mitsubishi Electric 
would take market share away from Fusion in Japan, or demand roy- 
alty payments for Fusion’s alleged violations of Mitsubishi Electric’s 
patents. It could file its claim in the Japanese court system. Fusion’s 
strategic decision was to choose the option that was most likely to 
encourage Mitsubishi Electric to come to the negotiating table. 
Clearly, when your BATNA is poor and you cannot get the other 
party to the table, using or threatening to use power may be strate- 
gically justifiable. Using power—or threatening to use it—commu- 
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nicates to the other party that the situation is no better than your 
BATNA and that you will be forced to go to your BATNA unless 
negotiations can be restarted. 

It is not obvious whether disputants can talk about power in a 
purely informative way without one party inferring that the other 
is making threats. The U.S. bicycle buyer could have said to the 
Chinese manufacturer, “You know, I still owe you money,” without 
defining the conditions under which the money would be withheld. 
People do make these statements about power in dispute resolution 
negotiations. We see it throughout the transcripts of the Japanese 
disputants in the Summer Interns negotiation.** We also see it at 
the beginning and particularly right after the midpoint of the tran- 
scripts of U.S. disputants resolving a different dispute.” The timing 
in the U.S. transcripts suggests that U.S. disputants talk about 
power early to try to gain dominance in the negotiation and again 
later when the structure of an agreement has appeared and they are 
trying to claim distributive gains. 

The real question is not so much disputants’ intent but how the 
information about power is received. My experience suggests that 
in the U.S. culture, information about power is either discounted as 
a negotiation ploy or taken as a serious threat. Even when the 
information is new to the other party, it is likely to be put in one 
category or the other. When we were studying union organizing 
campaigns in the United States, we would ask employees what the 
company spokesman had said in a meeting. We had transcripts of 
those meetings because the National Labor Relations Board in the 
United States regulates what can and cannot be said in such meet- 
ings, and companies and unions want to protect themselves.* The 
law prohibits direct threats—for example, to move the production 
facility to Mexico if the union wins the election. Companies are 
careful not to make threats. Instead companies say things like, “Re- 
member the employer who used to be down the street? When his 
plant voted union, he shut his doors and moved production to 
Mexico.” When we asked employees what was said in the meeting, 
they would tell us, “He said that if we vote union, he’s going to 
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move production to Mexico.” It seems that it may be difficult to 
talk about power in a purely informational way in cultures such as 
the United States, where there is less emphasis on power than on 
interests and rights as dispute resolution strategies. Discussion of 
power in cultures such as Japan, where we have seen that such dis- 
cussion is normative, may not be as easily discounted or quickly 
taken as a threat. 
Here is some advice for using power strategically: 


¢ Use power when all attempts to get the other party to the ne- 
gotiating table have failed. 


e Use power when negotiations have reached a deadlock. 


e Use power very carefully if you are certain there is a zone of 
agreement and you want to claim as much value as possible. 
The better strategy in this situation is to trade off issues, just 
like in deal-making negotiations. 


How to Change the Focus from 
Rights or Power to Interests 


It is easy to shift the focus from interests to rights or power because 
negotiators reciprocate rights and power communications. What 
about shifting from power or rights to interests? Some of our re- 
search with U.S. negotiators suggests several ways that negotiations 
can be refocused from rights or power to interests."! 


© Do not reciprocate. Disputants who refuse to echo or recip- 
rocate the other party’s rights or power communications sig- 
nificantly increase the likelihood that the other party will be 
deterred from continuing with this strategy. With some insen- 
sitive disputants, it may be necessary to redirect negotiations 
from rights or power several times before the point is made. 


© Declare the process ineffective. Disputants who recognize that 
they are engaged in a rights or power contest or one that is 
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spiraling away from a true interpretation of the facts can label 
the process as counterproductive. For example, when disput- 
ing over what was promised, one party might suggest, “Let’s 
agree to disagree and move on; this isn’t getting us anywhere.” 


© Combine reciprocity with a change of focus. Some negotiators 
may fear that not reciprocating rights or power signals weak- 
ness. They may feel compelled to reciprocate to maintain 
their power position in the negotiations. Interestingly, among 
US. negotiators, combining a counterthreat with a change 
of focus to interests or a proposal for settlement is almost as 
effective as the “do not reciprocate” strategy in refocusing ne- 
gotiations away from rights or power. 


Excellent Dispute Resolvers 


Conflict and disputes are inevitable within and between organiza- 
tions. Cultural differences add misunderstandings, miscommuni- 
cations, and misattributions to the disputing environment. Thus 
cross-cultural managers must be well prepared to resolve disputes. 
Preparation requires understanding cultural differences in why and 
how claims are made and rejected and how disputes are resolved 
across cultures. Resolving disputes requires respecting preferences 
for direct versus indirect confrontation and facility with direct and 
indirect interests, rights, and power procedures. Excellent dispute 
resolvers in a global environment understand how interests, rights, 
and power are construed in different cultures. They know when to 
focus on interests, rights, or power and how to change the focus and 
to deal with emotion. 

The next chapter looks in more depth at the use of third parties 
in settling disputes. As we shall see, excellent dispute resolvers 
know when and how to involve third parties in disputes that can- 
not be settled via negotiation. They know how to make third-party 
dispute resolution easily available. And they shed any illusions that 
third parties are truly neutral and unaffected by role and culture. 


Chapter Six 


Third Parties and Dispute Resolution 


In many cultures third parties facilitate the resolution of disputes. 
Disputants do not always have the option of choosing whether to 
involve third parties. Third parties may be imposed on disputants 
by cultural norms or the action of the other disputant. Third parties 
may also take it upon themselves to intervene, perhaps motivated 
by a feeling of responsibility to preserve communal harmony. 
Whether you choose to or are compelled to involve a third party in 
your dispute, it is useful to have a systematic way of thinking about 
the implications for dispute resolution of different third-party roles. 

The major difference between third-party roles is whether the 
role gives or does not give the third party the authority to impose a 
resolution on the disputants. Bosses typically have such authority, 
as do judges and arbitrators. Peers (such as the other managers 
whom the Hong Kong Chinese involved in the Summer Interns 
dispute) and mediators typically do not have authority to impose a 
resolution on the dispute. They can only influence outcomes by ad- 
vising, framing, managing the process, or contributing their stature 
or expertise to one settlement proposal or another. As we shall see, 
this distinction of roles (having versus not having authority to im- 
pose a resolution on disputants) makes a difference in whether the 
third-party process is rights-based or interests-based. It also has im- 
portant implications for choosing a third party, because whether the 
third-party process is rights- or interests-based has an impact on 
how disputants and third parties act. 

The chapter begins by looking closely at these two options. It de- 
scribes arbitration (third-party roles with authority) and mediation 
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(third-party roles without authority) and advises on how to select a 
third-party arbitrator or mediator. It then turns to culture, which 
may affect which third-party roles are available to disputants and 
the third party’s inclination to focus on interests, rights, or power. 
Culture may also affect how early in the dispute’s history third par- 
ties become involved. 


Third Parties with Authority to Resolve Disputes 


Litigation, arbitration, and organizational hierarchy are three 
widely used dispute resolution procedures that give third parties au- 
thority to resolve disputes. These are all rights-based procedures. 
That is, the third party resolves the dispute by deciding which dis- 
putant is right or wrong, usually under some standard of contract, 
law, or organizational precedent. 

Litigation is a public judicial procedure in which disputants or 
their agents argue their claim and a third party or occasionally a jury 
makes a final and binding decision. Disputants often prefer not to 
litigate disputes. When Mitsubishi Electric rejected Fusion’s claim 
that Mitsubishi had violated Fusion’s Japanese patent rights, Fusion 
had the option of litigating the claim in the Japanese court system. 
It chose not to.! Litigation in the other party’s legal system is seldom 
a very appealing choice for a number of reasons, including concerns 
about bias, the time and cost to litigate in another country, and the 
effect of litigation on future relationships. 

Arbitration is a private adjudicative procedure. If privacy is im- 
portant to disputants, arbitration is a better choice than litigation. 
Disputants who lose at arbitration do not have to be concerned 
about losing face publicly. The arbitrator, like the judge, is charged 
with interpreting contract or law in the context of the dispute. 
When parties agree to arbitrate disputes, they name the commer- 
cial code under which arbitration will occur. This gets around the 
problem that commercial codes in many developing countries are 
rudimentary. The parties may also specify a source of neutral arbi- 
trators and a process for picking one. This alleviates the problem 
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that judges in some countries are not experienced in handling com- 
plex civil litigation. Parties can pick an experienced arbitrator, a re- 
tired judge, or a lawyer from a third country. 

The arbitrator has authority to impose an outcome on the dis- 
putants, and legal systems generally enforce arbitrators’ decisions 
within their own jurisdiction. Of course, disputants from different 
national cultures do not share legal systems, which is one reason for 
choosing arbitration in the first place. However, there is potential 
legal recourse for enforcement of an arbitrator’s award in local 
courts, if the country is one of the 132 nations that are signatories 
to the 1958 United Nations Convention on the Recognition and 
Enforcement of Foreign Arbitral Awards.’ 

Exhibit 6.1 provides a brief description of the arbitration 
process. Note that although commercial arbitration in the United 
States typically requires only the decision, not the reasoning un- 
derlying the decision, this is less true in international commercial 
arbitration. 


How to Choose an Arbitrator 


There are many international organizations that maintain lists of 
arbitrators.’ It is useful to decide on a source of arbitrators when fi- 
nalizing a contract with an arbitration clause, so that when an ar- 
bitrator is needed, there is no conflict over the source of the 
arbitrator. Ask the source for the résumés of several arbitrators with 
documented experience in your industry or in the area of law that 
your dispute involves. Ask for a list of cases in which the arbitrators 
have served. Find out the names and addresses of parties and 
lawyers representing both sides of the disputes this person has arbi- 
trated. Interview them about the arbitrator. Here are some ques- 
tions to ask: 


e Was the arbitrator a good listener? 
e Did the arbitrator treat your side fairly? 
e Did the arbitrator treat the other side fairly? 


158 NEGOTIATING GLOBALLY 


Exhibit 6.1. How Arbitration Works. 


Arbitration has been an alternative to litigation for hundreds of years. It was 
used as early as the thirteenth century by English merchants who preferred to 
have their disputes resolved according to their own customs (a legal system 
known as the Law Merchant) rather than by public law. Commercial arbitra- 
tion in the United States antedated the American Revolution in New York 
and several other colonies and is widely used today. Labor arbitration became 
widespread during the 1940s, and now more than 95 percent of all collective 
bargaining contracts contain a provision for final and binding arbitration. 
Additionally, arbitration is used to resolve disputes in the construction in- 
dustry, disputes between consumers and manufacturers, family disputes, med- 
ical malpractice claims, securities disputes, attorney’s fee disputes, and civil 
rights disputes. It is even used to resolve disputes about salaries to be paid to 
major league baseball players. . . . 


Because arbitration is a private dispute resolution procedure, designed by 
the parties to serve their particular needs, it cannot be defined or described 
in a manner that will encompass all arbitration systems. Still, arbitration 
typically contains the essential elements of court adjudication, in that unless 
the parties agree otherwise, the only pretrial discovery will be that mandated 
by the arbitrator. 


Additionally, the hearing is usually more informal than a court hearing, and 
the rules of evidence are not strictly applied. Finally, commercial arbitration 
awards typically contain only the arbitrator’s award; commercial arbitrators 
do not provide reasons for their decisions. This practice is not followed in 
the labor context or in international commercial arbitration, where arbitra- 
tors, like judges, issue reasoned decisions. Most private arbitration systems 
provide the following: 


e Joint selection and payment of the arbitrator 


¢ Objective standards on which the arbitrator’s decision is to be based 
(typically the terms of agreement between parties, the customs of the 
trade in which they conduct business, the applicable law, or some 
combination of these) 


e Procedural rules to be applied by the arbitrator 


Source: S. B. Goldberg, EE.A. Sander, N. H. Rogers, and S. R. Cole, Dispute Resolution: 
Negotiation, Mediation, and Other Processes, 4th ed. (Gaithersburg, Md.: Aspen, 2003), 
pp. 209-210. Reprinted with permission. 
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Was the arbitrator knowledgeable in the [relevant] area of 
law? 


Was the decision handed down in a timely fashion” 


Was the decision written in language that the claimant 
could understand? (This is especially important for employee 
disputes.) 


Did your side win or lose? 


Would you use the same arbitrator again? Why or why not? 


You will receive more information that is directly relevant to 
your decision if you ask questions beyond whether your informant 
would use that third party again. If you can find a party who receives 
praise from people on both sides of the dispute, chances are that 
person will be a good choice for you. 


Arbitrators and Culture 


Although arbitrators are presumably neutral in the sense of not hav- 
ing an a priori preference for one or the other disputant, they are not 
unbiased. Culture matters. A recent study gave Chinese and Amer- 
ican commercial arbitrators three different versions of an arbitration 
scenario. The scenario described a dispute between a wool supply 
company and a clothes company. The wool company was supposed 
to ship a certain amount of wool to a clothes company every day, but 
for two weeks it failed to do so. The dispute focused on whether the 
wool supply company was responsible for the failure of the shipment. 
The arbitrators were told that there had been problems with the 
electricity supply during the two weeks in question. 

Chinese arbitrators made higher awards to the clothing com- 
pany than American arbitrators. The reason was associated with 
the way they interpreted the information about the shut-off of elec- 
tricity. The Chinese arbitrators attributed the failure to deliver to 
the wool supply company’s actions (or lack thereof). The American 
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arbitrators attributed the failure to deliver to the electricity prob- 
lem, over which the wool company had no control. The arbitrators’ 
decisions in this study are consistent with prior research that finds 
that Chinese and Americans make different attributions to explain 
failure when the actor is a company rather than an individual. In 
this study cultural biases strongly affected arbitrators’ decisions.’ 


Third Parties Without Authority to Resolve Disputes 


Why bother with a third-party procedure if the third party does not 
have the authority to resolve the dispute? In short, because third 
parties without authority are nevertheless frequently able to help 
disputants find acceptable settlements using procedures that are per- 
ceived to be much more fair than procedures in which third parties 
impose resolutions.° 


Mediation Resolves Disputes! 


In the U.S. commercial context, mediation practiced by the four 
major U.S. mediation companies resulted in a 78 percent settle- 
ment rate.’ Whether the case went to mediation voluntarily or be- 
cause of a contract clause or a judge’s action did not affect the 
settlement rate. Mediation was equally successful in settling per- 
sonal injury disputes, contract disputes, and construction disputes. 
Cases that did not settle were likely to be characterized by lawyers 
as “a party in search of a jackpot” or as “a situation in which it was 
not in the financial interest of one party to settle.” These judgments 
were made after the fact and may be biased by the natural desire to 
attribute cause for failure to settle. However, if this bias were very 
strong, it would seem likely that many different characteristics 
would define the cases that did not settle. We questioned lawyers 
about twenty-one different characteristics. In their judgment, these 
were the only two characteristics that had a significant impact on 
the likelihood that a case would settle at mediation.* 
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There are no comparable data for intercultural disputes. Inter- 
cultural mediation settlement rates might be somewhat lower if me- 
diators have difficulty understanding one or the other party’s interests, 
due to cultural or communication biases. A solution is to have co-me- 
diators, one from each of the cultures involved in the dispute. 


How Mediators Get Disputants to Settle 


Mediators have lots of ways to help disputants resolve their con- 
flicts. Mediators control emotional outbursts and keep disputants 
focused on resolution instead of retribution. They have excellent 
negotiation skills. They know all the types of integrative agree- 
ments to resolve disputes that were listed in Exhibit 5.2. They know 
how to look for and integrate interests; how to construct proposals 
that link a future relationship to the resolution of the past dispute; 
and how to expand the scope of the dispute and get to the underly- 
ing issue or contract the scope and construct a non-precedent- 
setting agreement. Mediators get agreements by engaging in reality 
testing with disputants, by making them focus hard and rationally 
on their BATNAs. This problem-solving approach to mediation is 
described in Exhibit 6.2. (See also “Being Effective in Mediation 
When You Are the Disputant” and “The Mediation Process” on the 
CD-ROM.) 

Mediators may also try to transform the relationship between 
the parties. This approach does not seek an immediate resolution of 
the dispute, but resolution is a secondary effect of the process. Trans- 
formative mediation focuses on empowering parties to define the 
problem in their own terms and to recognize each other’s positions 
and interests.’ This approach is most often used in interpersonal con- 
flicts—conflicts within families, between neighbors, between co- 
workers, or within communities.'° Although the mediation tactics 
listed in Exhibit 6.2 do not constitute an ordered sequence, media- 
tion itself, like negotiation, is a highly ordered process. Mediators 
usually open with a statement about what the parties can expect in 
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Exhibit 6.2. How Mediation Works. 


Mediation is negotiation carried out with the assistance of a third party. 
The mediator, in contrast to the arbitrator or judge, has no power to impose 
an outcome on disputing parties. 


Despite the lack of “teeth” in the mediation process, the involvement of a 
mediator alters the dynamics of negotiations. Depending on what seems to 
be impeding agreement . . . the mediator may attempt to: 


e Encourage exchanges of information 

e Provide new information 

¢ Help the parties understand each other’s views 

¢ Let them know that their concerns are understood 

e Promote a productive level of emotional expression 

¢ Deal with differences in perceptions and interests between negotiators 
and constituents (including lawyer and client) 

¢ Help negotiators realistically assess alternatives to settlement 

¢ Encourage flexibility 

e Shift the focus from past to future 

¢ Stimulate the parties to suggest creative settlements 

e Learn (often in separate sessions with each party) about those interests 
the parties are reluctant to disclose to each other 


e Invent solutions that meet the fundamental interests of all parties 


Mediators’ strategies vary widely. Some mediators attempt to focus the 
negotiations on satisfying the vital interests of each party; others focus on 
legal rights, sometimes providing a neutral assessment of the outcome in 
court or arbitration. Some encourage the active participation of both law- 
yers and clients; others exclude either clients or lawyers from the sessions. 
Some mediators endeavor to maintain neutrality; others deliberately become 
advocates of a particular outcome or protectors of non-parties’ interests. 


Source: S. B. Goldberg, EE.A. Sander, N. H. Rogers, and S. R. Cole, Dispute 
Resolution: Negotiation, Mediation, and Other Processes, 4th ed. (Gaithersburg, Md.: 
Aspen, 2003), pp. 111-112. Reprinted with permission. 
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terms of sharing information about the causes of the dispute, ground 
rules for doing so (for example, no interruptions), the possibility of 
private caucuses with the mediator, and responsibilities regarding 
suggesting and considering alternative settlements. They then focus 
on learning about the dispute and helping each side hear the other 
side’s concerns. When no more new information is forthcoming, 
the mediator then has to turn the discussion toward settlement, per- 
haps by asking for offers, or floating his or her own suggestions. 
Sometimes when one or the other or both parties are reluctant to 
seriously consider a settlement proposal, the mediator may engage 
in some reality testing in private, by talking with a party about his 


or her BATNA in the event of a failed mediation.!! 


How to Find a Mediator 


It is wise to have a contract clause calling for mediation and indi- 
cating the source of potential mediators. This minimizes disputes 
over where to go to find a mediator. Most of the same services that 
keep lists of arbitrators keep lists of mediators. Ask the service or 
other source for the résumés of several potential mediators. Media- 
tion is a very private dispute resolution procedure, but it is still nor- 
mal for mediators to give references to lawyers with whom they 
have mediated. Interview people who have experience with the 
mediator. It is also more and more common to interview potential 
mediators themselves about their preferred style of mediation. The 
Website mentioned in note 10 during the discussion of transforma- 
tive mediation suggests questions to ask when seeking a transfor- 
mative mediator. Some questions to ask about problem-solving 
mediators are 


e Was the mediator a good listener? 
e Did the mediator treat your side fairly? 
e Did the mediator treat the other side fairly? 
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e Did the mediator come to understand your side’s interests? 

e Did the mediator help you to better understand the other 
side’s interests? 

e Did the mediator involve both sides in generating options 
for agreement? 


e Did the mediator provide an interpretation of the law or con- 
tract relevant to the case? Was that interpretation requested 
by the parties? Did it help the resolution of the case? 

e Was the mediator able to put the appropriate amount of pres- 
sure on the disputants to settle? 


e Did the case settle? 


Would you use the same mediator again? Why or why not? 


Culture and Third-Party Roles in Disputes 


In third-party dispute resolution, culture may affect which roles are 
available; how early third parties intervene; and whether they focus 
on interests, rights, or power. Across cultures, third parties are 
viewed as effective when they facilitate an environment of respect, 
regardless of whether they have authority to impose a settlement or 
not; how early they intervene; and how much they focus on inter- 
ests, rights, or power.” 


Making Third Parties Available 


Disputes are inevitable in cross-cultural relationships, and the costs 
may be significant. When there is hierarchy in a relationship, there 
is a system for resolving disputes (go to the boss), although it does 
not necessarily encourage integrative agreements. When there is no 
hierarchy in a relationship, there is no system beyond negotiations 
for resolving disputes. When negotiations break down, parties may 
be too engaged in disputing to be able to think clearly about alter- 
natives to litigation. 
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Dispute resolution systems are widely used in egalitarian societies 
such as the United States. Such systems often involve a contractual 
or normative agreement to negotiate in good faith, and, if unsuc- 
cessful, go to mediation, and, if still unsuccessful, go to arbitration.” 
Their purpose is to direct disputes to low-cost procedures (usually 
involving a third party) that also preserve the possibility of integra- 
tive outcomes. 

A dispute resolution system needs to be in place before disputes 
occur. Once disputes have broken out, parties are often too emo- 
tionally involved to choose resolution procedures wisely. Yet nego- 
tiating a system to resolve disputes at the same time as negotiating 
the deal may be difficult. It is rather like telling your fiancé right be- 
fore the wedding that you want a prenuptial agreement to govern 
the dispensation of assets in the event of a divorce! Negotiators 
from collectivist cultures that value harmony, interpersonal rela- 
tionships, and trust are not likely to be very open to negotiating a 
system for resolving disputes before any business has been trans- 
acted. Such a proposal is also very direct. Yet the effort may be 
worthwhile. A dispute resolution system sets up norms unique to 
your relationship about how you plan to deal with each other if dis- 
putes do occur. Such a system might have kept the dispute over data 
between the U.S. and Chinese managers from expanding from task 
conflict to procedural and interpersonal conflict. The U.S. manager 
would have known the appropriate way to make a claim, and the 
Chinese manager would have known the appropriate way to reject 
the claim according to the norms of the joint venture’s dispute res- 
olution system. 

Exhibit 6.3 provides contract language that was created by the 
CPR: International Institute of Conflict Prevention & Resolution 
(see also “Additional CPR Model Clauses” on the CD-ROM).'* Its 
structure of negotiation, mediation, and arbitration can easily be 
adapted to relationships that involve parties from different cultures. 
Whether face-to-face negotiation is part of the system may depend 
on the parties’ preferences for direct versus indirect confrontation. 
Mediation in some form should be part of the system so that there 
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Exhibit 6.3. A Three-Tiered Dispute Resolution System: 
Model Contract Clauses from the CPR. 


CPR Model Dispute Resolution Clauses 


This section offers a detailed multi-step clause and a variety of drafting options 
for domestic agreements. (See International ADR for International Models.) 
If no binding resolution clause is included, litigation, by default, would remain 
the means of dispute resolution. 


Preamble 


“Any dispute arising out of or relating to this Agreement shall be resolved in 
accordance with the procedures specified in this Article 00, which shall be 
the sole and exclusive procedures for the resolution of any such disputes.” 


CPR Model Multi-Step Dispute Resolution Clause 
Negotiation 
Negotiation Between Executives 


“(A) The parties shall attempt [in good faith] to resolve any dispute arising 
out of or relating to this [Agreement] [Contract] promptly by negotiation 
between executives who have authority to settle the controversy and who 
are at a higher level of management than the persons with direct responsi- 
bility for administration of this contract. Any person may give the other 
party written notice of any dispute not resolved in the normal course of 
business. Within [15] days after delivery of the notice, the receiving party 
shall submit to the other a written response. The notice and response shall 
include (a) a statement of that party’s position and a summary of arguments 
supporting that position, and (b) the name and title of the executive who 
will represent that party and of any other person who will accompany the 
executive. Within [30] days after delivery of the initial notice, the execu- 
tives of both parties shall meet at a mutually acceptable time and place, and 
thereafter as often as they reasonably deem necessary, to attempt to resolve 
the dispute. [All reasonable requests for information made by one party to 
the other will be honored.] 


All negotiations pursuant to this clause are confidential and shall be treated 
as compromise and settlement negotiations for purposes of applicable rules of 
evidence.” 


Mediation 


“(B) If the dispute has not been resolved by negotiation as provided herein 
within [45] days after delivery of the initial notice of negotiation, [or if 

the parties failed to meet within [30] days after delivery], the parties shall 
endeavor to settle the dispute by mediation under the CPR Mediation 
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Exhibit 6.3. A Three-Tiered Dispute Resolution System: 
Model Contract Clauses from the CPR, Cont’d. 


Procedure [then currently in effect OR in effect on the date of this Agree- 
ment], [provided, however, that if one party fails to participate in the nego- 
tiation as provided herein, the other party can initiate mediation prior to the 
expiration of the [45] days.] Unless otherwise agreed, the parties will select a 
mediator from the CPR Panels of Distinguished Neutrals.” 


Arbitration 


“(C) Any dispute arising out of or relating to this [Agreement] [Contract], 
including the breach, termination or validity thereof, which has not been 
resolved by mediation as provided herein [within [45] days after initiation of 
the mediation procedure] [within [30] days after appointment of a mediator], 
shall be finally resolved by arbitration in accordance with the CPR Rules 

for Non-Administered Arbitration [then currently in effect OR in effect on 
the date of this Agreement], by [a sole arbitrator] [three independent and 
impartial arbitrators, of whom each party shall designate one] [three arbitra- 
tors of whom each party shall appoint one in accordance with the ‘screened’ 
appointment procedure provided in Rule 5.4] [three independent and impar- 
tial arbitrators, none of whom shall be appointed by either party]; [provided, 
however, that if one party fails to participate in either the negotiation or 
mediation as agreed herein, the other party can commence arbitration prior 
to the expiration of the time periods set forth above.] The arbitration shall 
be governed by the Federal Arbitration Act, 9 U.S.C. §§1 et seq., and judg- 
ment upon the award rendered by the arbitrator(s) may be entered by any 
court having jurisdiction thereof. The place of arbitration shall be [city, 
state].” 


Litigation Clause 


(C) “If the dispute has not been resolved by nonbinding means as provided 
herein within [90] days of the initiation of such procedure, this Agreement 
does not preclude either party from initiating litigation [upon 00 days written 
notice to the other party]; provided, however, that if one party has requested 
the other to participate in a nonbinding procedure and the other has failed 
to participate, the requesting party may initiate litigation before expiration 
of the above period.” 


Source: Copyright © 2005, CPR: International Institute of Conflict Prevention & 
Resolution. 366 Madison Avenue, New York, NY 10017-3122; (212) 949-6490. 
Reprinted with permission. The CPR is a nonprofit initiative of five hundred general 
counsel of major corporations, leading law firms, and prominent legal academics 
whose mission is to install alternative dispute resolution (ADR) into the mainstream 
of legal practice. 
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is a procedure beyond negotiation that preserves the possibility of 
an integrative agreement.” 


Culture, Preferences for Third-Party Involvement, 
and Timing of Third-Party Involvement 


There may be cultural differences in willingness to turn control 
over the outcome to a third party.'® Disputants from collectivist, hi- 
erarchical, and high-context cultures may be more accepting of 
third-party authority than those from individualistic and egalitar- 
ian cultures. They may assume that third parties will keep the in- 
terests of the collective in mind and will protect the weak from 
exploitation by the powerful. They may also want the third party to 
maintain harmony and save face. Disputants from individualist, 
egalitarian, and low-context cultures probably neither make nor 
want to make such assumptions. They are concerned with further- 
ing their self-interests and preserving their right to pursue those in- 
terests. Thus they may be less accepting of third-party dispute 
resolution and then only when their best efforts at negotiating for 
themselves have failed. 

These cultural differences in preferences for direct involvement 
in dispute resolution lead to differences in the timing of when third 
parties get involved in disputes. Sometimes third parties, such as the 
Chinese boss in the joint-venture example, get involved very early 
in disputes, often at the behest of one party. Other third parties (for 
example, mediators who try to help parties reach agreement or ar- 
bitrators who are hired to make a binding decision) enter a dispute 
only after the disputants or their agents have failed to negotiate an 
agreement. 

There seems to be a tendency for early third-party involvement 
in disputes in hierarchical cultures, in cultures with strong values 
for harmony, and in cultures that prefer indirect confrontation. In- 
volving a third party is normative in these settings because it is seen 
as a face-saving, harmony-preserving way to resolve the dispute. 


The Chinese boss told both the U.S. and the Chinese managers 
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that the report would not be amended to provide the requested 
data. The boss’s decision took saying no out of the lower-level Chi- 
nese manager’s hands, allowing her to save face, and the U.S. man- 
ager did not have to experience rejection by a peer. In Chinese 
culture, being told no by a superior is more acceptable than being 
told no by a peer. But of course, the incident did not occur just 
within the Chinese culture. The U.S. manager evaluating the pro- 
cedure through the lens of his own culture judged neither the 
process nor the outcome as face-saving, harmony-preserving, or 
just. From his cultural perspective, the boss should not have been 
involved at all, and there was greater loss of face being told no by 
the boss than by a peer. From his egalitarian, direct cultural back- 
ground, you only involve the boss after negotiations have failed. 
From his perspective, negotiations never started. 

The decision to involve third parties early in the dispute may 
also be motivated by a desire to develop political power. Many of 
the Hong Kong Chinese managers in the Summer Interns dispute 
decided to involve peers and higher-level managers in resolving 
how the program would be run in the future. They may have been 
motivated not only by collectivist interests but also by the desire to 
generate political support for their positions. 

The major concern about the timing of third-party involve- 
ment is that linked BATNAs enable a disputant to involve a third 
party before the other disputant is ready for third-party interven- 
tion. If the third party’s role conveys authority to resolve the dis- 
pute, as soon as a third party is involved, disputants more or less 
give up control over the procedure and the outcome. 


How Culture Affects What Third Parties Do 


Culture and role generate different dispute resolution behaviors on 
the part of third parties. In one of our studies U.S., Chinese, and 
Japanese managers engaged in third-party dispute resolution simu- 
lation. We assigned them to play the part of a disputant (a design 
manager and a project manager) or a third-party manager. We 


170 NEGOTIATING GLOBALLY 


indicated that even before the current dispute, there had been a se- 
ries of incidents between the two disputants, and trust between them 
was low. The dispute itself centers on the specifications for a prod- 
uct: The project manager had signed a contract with an important 
customer for one set of product specifications, but the design man- 
ager came up with improvements and changed the product’s specifi- 
cations without checking with the project manager. The project 
manager told the design manager to change back to the old specifi- 
cations, the design manager refused and threatened to leave with the 
job half finished. Time is of the essence to avoid delivery penalties, 
but it is not clear that even the product with the new specifications 
will be ready for delivery on time. Moreover, changing back to the 
old specifications will not only take time, it will also cost money— 
and more of both if the design manager quits. The negotiation oc- 
curs at the behest of the third-party manager, whose status (as peer 
or superior), relative to the disputing managers, was randomly var- 
ied across participants. 

In this simulation we found that third-party intervention into 
conflict varied systematically with the culture and the status of the 
third party. Third parties who were superiors (especially in China 
and Japan) took charge of the process and outcome. They typically 
investigated the dispute, took a companywide perspective, and 
imposed the resolution that they thought was best, given the cir- 
cumstances. Their decision was often to go back to the old specifi- 
cations. Chinese and Japanese managers told us they went along 
with the decision because it was made by the boss. But third parties 
who were peers (especially in China and the United States) in- 
volved the disputants in the process and outcome. They focused on 
the disputants’ interests as the primary concern. Often they negoti- 
ated integrative resolutions of the dispute that took into account 
those different interests. When Japanese third parties were peers 
they acted more like Japanese third parties who were superiors. 
When U.S. third parties were superiors they acted more like third 
parties who were peers." 
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Respect, Neutrality, and Control Over Process and Outcome 


Disputants tend to respect third parties who are neutral. They also 
tend to respect third parties who allow them to feel that they are 
still partly in control of and active in the resolution process. 


Respect and Neutrality. To be neutral is to not favor one or the 
other disputant. But even neutral third parties bring their own in- 
terests to the dispute resolution settings they preside over. When act- 
ing as a mediator, the third party is primarily interested in resolving 
the dispute, and not so much in the nature of the agreement, its 
affect on the relationship between the parties, or its impact on a 
broader community of interests. Other third parties, such as judges 
and arbitrators, are interested only in resolving the dispute within 
the guidelines of contract or law. But bosses, community officials, 
and government agents acting as third parties are usually interested 
in the substance of the resolution and its impact on the community. 
They may bring their own interests to the table, which can trans- 
form the dispute resolution procedure into a three-way negotiation. 

Third parties who receive the highest evaluations for fairness 
are those who treat disputants in a neutral and unbiased fashion 
(even when they have their own biased opinions), who convince 
disputants that they are trustworthy, and who respect disputants’ 
positions and interests.'* High ratings on these three criteria have 
less to do with the third party’s role (does or doesn’t have ultimate 
authority to impose a settlement) as with how the third party en- 
acts the role. Even third parties such as bosses (who have author- 
ity to impose settlements and also have interests of their own and 
therefore lack neutrality) can promote an environment of fairness 
by paying attention to issues of neutral behavior, trust, and respect.” 


Respect and Control Over Process and Outcomes. Disputants are 
concerned about the way third parties enact their roles because third 
parties’ involvement in disputes comes at the expense of the dis- 
putants’ control over the process and outcome. Control over outcome 
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is what we have been discussing so far throughout this chapter. It 
refers to whether the disputants ultimately get to decide to settle or 
not, or whether a settlement is imposed by the third party. Control 
over process refers to how much involvement disputants have in the 
procedure. When procedures are adversarial, involvement is greater 
because disputants or their agents investigate the facts and present 
their own arguments to the judge (as happens in the adversarial U.S. 
court system). In inquisitorial procedures, involvement is less because 
an agent of the court investigates the facts and presents an opinion to 
the judge (as happens in the inquisitorial French court system, with 
its heavy reliance on experts). In mediation, disputants typically par- 
ticipate fully in presenting facts, arguing their positions, and reveal- 
ing their interests (often in confidence with the mediator). 

There do not seem to be cultural differences in preferences for 
control over process. Studies in many cultures indicate that when 
third parties have the authority to impose outcomes, disputants pre- 
fer the process of adversarial procedures to the process of inquisito- 
rial procedures.” Negotiators’ preference for the adversarial over the 
inquisitorial process appears to be due to the contrasting relation- 
ship that tends to develop between the disputants and the third 
party in adversarial versus inquisitorial systems. Disputants who par- 
ticipate actively in resolving their dispute feel they are respected.”! 
Their involvement may also lead to a sense of influence over the 
outcome.” Adversarial procedures seem to involve disputants more 
than inquisitorial procedures. It is the difference between “It’s my 
word against his” (adversarial) and “It’s my word against his word 
against the expert’s word” (inquisitorial). 

Further substantial evidence indicates that people whose claim 
has been mediated are more satisfied with the dispute resolution 
process than are people whose claim has been arbitrated.” Dis- 
putants who have been to mediation generally rate their procedure 
as more open and involving than do disputants who have been to 
arbitration. One reason may be that arbitration is usually governed 
by judicial rules of evidence and turn taking but mediation is much 
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more informal. But another important reason why disputants are 
more satisfied with mediation than arbitration is that they retain 
control over the outcome of the dispute. Ultimately, they decide to 
resolve or not to resolve their dispute. In contrast, in arbitration the 
third party imposes a resolution. 

Respect and control are concerns of people involved in disputes 
throughout the world. Third-party procedures vary in how much 
control over process and outcome the disputants have relative to the 
third party. Third parties themselves can also influence disputants’ 
perceptions of respect and control by the way they act in the arbi- 
tration hearing or mediation conference. Why care about disputants’ 
perceptions of respect and control? In short, because these percep- 
tions can affect whether the dispute gets resolved and whether the 
settlement gets implemented without further disputing. 


Effective Dispute Resolution 
in a Third-Party Context 


Excellent dispute resolvers understand the different roles that third 
parties can play in dispute resolution. They know when to involve 
a third party with authority to impose a settlement and when to in- 
volve a third party without that kind of authority. They know how 
to choose a third party of each type. They know to make third-party 
dispute resolution easily available, by building dispute resolution 
systems into their contracts and relationships. They also have no il- 
lusions about neutrality. They know that third parties have their 
own interests and biases that are affected by culture. Finally, they 
know that third parties who show respect and give disputants op- 
portunity to exert control over the process and the outcome will be 
those who in turn will be the most highly respected themselves. 

The next chapter moves us from three parties to multiple par- 
ties. With multiple parties at the negotiating table, there are op- 
portunities to use deal-making, dispute resolution, and especially 
third-party skills. 


Chapter Seven 


Negotiating Decisions and Managing 
Conflict in Multicultural Teams 


Multicultural teams—groups of three or more people with diverse 
cultural backgrounds who must make decisions—are everywhere. 
Such teams run the European Union (EU) and the United Nations. 
They manage international peacekeeping, relief, and development 
efforts. They coordinate the global airline alliances, such as One 
World and Star. They develop software on a twenty-four-hour, seven- 
day-a-week schedule. They merge companies and then run them. For 
example, a group of multicultural teams will attempt to transform the 
communications services’ companies Alcatel and Lucent Technolo- 
gies into a merged entity, with Serge Tchuruk from Alcatel as non- 
executive chairman and Patricia Russo from Lucent as CEO.! 

The proliferation of multicultural teams is not the result of the 
latest fad in management but of the complexity and the challenge 
of living and working together in an increasingly interdependent 
world. Individuals simply do not have the breadth of knowledge 
and skills to accomplish multifaceted tasks, the time to complete 
big tasks, or the relationships to ensure that such tasks get done. 

Teams bring essential resources to big, complex tasks. Teams 
can produce creative ideas, meet deadlines with quality products, 
and negotiate decisions that generate corporate growth and pros- 
perity. Research shows that when team minorities dissent, majori- 
ties are more likely to generate original and novel solutions to 
problems.’ Organizations grow faster when top-management teams 
engage in constructive debate.’ Companies with top-management 
teams that engage in debate have a higher return on investment.* 
Cross-functional, new-product teams are more innovative when 
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they have a lot of disagreement about task design if they have a 
norm for open expression of doubts or if they engage in collabora- 
tive problem solving.’ Constructive controversy, the open-minded 
discussion of opposing views for mutual benefit, appears to be the 
key to creating value during multicultural team decision making.° 

Researchers think that when teams are engaged in a routine or 
repetitive task, conflict is detrimental to performance.’ It is only 
when the task is nonroutine (for example, making decisions under 
conditions of uncertainty) that conflict of ideas appears to enhance 
team performance. A close look at the research on successful teams 
suggests that if task conflict is going to enhance rather than dimin- 
ish team performance, teams need norms for open expression of 
differences and procedures for resolving those differences.’ Two pro- 
cedures for resolving differences are by now familiar as they are the 
two major elements of integrative negotiation: information sharing 
and using that information to negotiate an integrative agreement. 
Thus effective multicultural team members need all the deal-mak- 
ing and dispute resolution negotiation skills (including third-party 
skills) that so far have been the focus of this book. 

This chapter is about applying negotiation and third-party skills 
in a multicultural team setting. We begin with a discussion of three 
types of conflict—task or issue-related, procedural, and interper- 
sonal—emphasizing the different team work procedures that team 
members from different cultures bring to the team. We then turn to 
managing and preventing these types of conflict. Last, we offer ad- 
vice on how to set up a multicultural team to be effective, includ- 
ing members’ skills and motivations, and the type of environment 
that makes such teams effective. 


Three Types of Conflict in Multicultural Teams 


Multicultural teams do not necessarily succeed at complex tasks. 
There are three reasons why they have difficulty achieving their 
goals. The first is that they must negotiate agreements in the con- 
text of difficult tasks and issues over which team members differ 
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(task conflict). The second reason is that they must resolve disputes 
about how to do the task (procedural conflict). The third reason is 
that task and procedural conflict often transform into interpersonal 
conflict (emotional outbursts, attributions of bad intentions, with- 
drawal). Although there is good reason to believe that differences 
that manifest in terms of task conflict may be very important to 
multicultural teams’ success, there is also good reason to believe 
that procedural and interpersonal conflict in any team is a recipe for 
disaster. Task conflict may interfere with the performance of multi- 
cultural teams, but procedural and interpersonal conflicts surely do. 


Task Conflict 


Complex tasks seemingly pit team members against each other on 
one issue after another. Yet multicultural teams can negotiate high- 
quality decisions in this task environment if team members prioritize 
their interests across issues and trade off concessions on low-priority 
issues for either immediate or future concessions from other team 
members on high-priority issues. 

Task conflict occurs in multicultural teams when team members 
deal with the task as though only a single issue were at stake and seek 
a distributive outcome. A European pharmaceutical company ex- 
panding globally experienced this problem.? The company wanted 
to capitalize on efficiencies in getting the same drugs approved in 
the European Union, the United States, and Japan. It formed a 
multicultural team to identify duplicated efforts and to transfer 
learning from one national approval team to another. The first snag 
occurred because the team framed its task as deciding whose stan- 
dards would be used. Studies run to EU standards did not, accord- 
ing to the American team members, meet the standards of the Food 
and Drug Administration in the United States. Trying to use Euro- 
pean studies in the U.S. approval process generated frustration and 
irritation between U.S. and EU team members. At first, not fully 
understanding the differences in standards, the U.S. team members 
concluded that the Europeans were unable to do good research. 
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The Europeans, also not understanding the differences in standards, 
were suspicious of why the U.S. members’ standards were so strict. 

Task conflict in the drug approval team was legitimate and cul- 
tural. Team members’ different perspectives were grounded in the 
different regulatory environments they faced. In putting the team to- 
gether, top management knew of these differences but charged the 
team with creating an integrative solution that would realize syner- 
gies for the company as a whole. Synergies could be efficiencies re- 
alized by sharing resources or by transferring knowledge from one 
effort to the other. Think about the natural conflict of interests in 
this situation that needs to be overcome to find synergies. The Eu- 
ropean team members describe their system; the U.S. members 
react, “That would never be acceptable in the United States.” The 
U.S. team members describe their system, and the Europeans see the 
approach as cumbersome and overburdened by minutiae. The solu- 
tion, easier suggested than realized, is one we described in Chapter 
One—transforming the single-issue task into a multiple-issue task in 
which decisions across issues can be negotiated taking both sides’ in- 
terests into account. 


Procedural Conflict 


Culture confounds multicultural teams’ decision making because 
team members from different cultures often have very different ideas 
about teamwork. In a recent study Kristin Behfar, Mary Kern, and I 
identified a number of different multicultural teamwork challenges 
that generated procedural conflict and threatened team perfor- 
mance.'° Among these challenges were what constituted a reason- 
able work day, deference to hierarchy, communication (especially 
degree of directness), and problem solving. (See “Identifying Effec- 
tive Strategies for Multicultural Teams” and “The Problems” on the 


CD-ROM.) 


What Is a Reasonable Work Day? “In Latin America, they just 
don’t work during certain parts of the day. There’s a siesta. And it’s 
hard to make American clients or bosses understand why work is 
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not getting done” [a Cuban-American attorney interfacing between 
U.S. clients and Latin American ones].!! 

“He was willing to come in and work hard when he was there, 
but he didn’t want to come in outside of the normal business hours” 
[an American working in Great Britain talking about a British 
member of an audit team].' 

“There were times when we would go for dinner or another team 
activity and there would be basically a division of three groups. One 
group definitely didn’t want to hang out after work hours. One group 
would not mind whether we did one way or the other. The other 
group definitely wanted the team to hang out together. So even dur- 
ing dinnertime or social time there would be a lot of exchange of in- 
formation. So people just felt that it was still social and you were not 
charging time, it was highly valuable for the client and also the job 
itself. There was always this sort of conflict” [an Asian describing a 
multicultural audit team offsite in Panama;" it was the Americans 
on the team who wanted to “hang out” together after work—the 
Asians and Latin Americans were less enthusiastic]. 

In these incidents team members came into conflict over their 
very different assumptions about what constituted a work day. Team 
members’ beliefs of what is expected in terms of a work day are 
deeply embedded in local customs. After joining the workforce and 
learning local norms about work, people take for granted what con- 
stitutes a work day, until they join a team in which some members’ 
norms are different. Although conflict over what constitutes a work 
day may seem mundane, when not dealt with, it risks transforming 
into interpersonal conflict, because some team members feel they 
are doing more work than others. 


Deference to Hierarchy. “Anybody from the States is higher up 
the ladder than [the employees in India ] are . . . so they [the Indi- 
ans] really don’t want to disagree” [an American talking about a 
corporate multicultural team of Indians, Germans, and Americans 
working on consolidating a process across geographical sites].'* 
“Hierarchy isn’t really a big issue in the U.S. and even in the 
English language—it doesn’t have that kind of way to show respect. 
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Korea, there’s about four or five kinds of ways to show respect de- 
pending upon who you are talking to. Is he lower? Is he upper man- 
agement?” [a Korean working for a Korean bank on an acquisition 
of Korean assets by a U.S. company].” 

“In Mexican culture, you’re always supposed to be humble. So 
whether you understand something or not, you’re still supposed to ask 
it in the form of a question. You have to keep it open ended . . . out of 
respect. I think that actually worked against me because they [Amer- 
icans] thought I really didn’t know what I was talking about . . . so it 
made me feel like they thought I was wavering on my answer” [an 
American of Mexican heritage working on a credit and underwriting 
project with an American and a Russian]."° 

In some teams, cultural differences in the degree to which mem- 
bers defer to hierarchy mean that disagreement never surfaces. In 
other teams, members are offended when their status is not ac- 
knowledged. And in still other teams, members feel their deference 
is equated with lack of knowledge or expertise. As we saw in Chap- 
ter Two, people in hierarchical cultures may be reluctant to con- 
front higher-status people out of a concern for maintaining and 
using social hierarchies. Team members from egalitarian cultures 
may not understand this deference. They think because they are 
willing to confront, they run all the interpersonal risks. It’s not fair! 
And, if there is not a strong confrontation of ideas about the task, 
the team risks negotiating a mediocre decision at best. 


Communication. “I definitely noticed some cultural differences be- 
tween the British and Americans. The first one being Americans 
are far more direct than [the British] are. So sometimes I kind of felt 
as though people were, not really offended, but that I was much 
more to the point in my conversations, both within the team and 
with the client, than they were. I was getting a little frustrated by 
how indirect they could be, kind of beating around the bush. So 
they might have interpreted that as being kind of confrontational 
on my part” [an American working with British team members on 
an audit in Great Britain].!” 
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“One guy who is half Filipino and half Thai, he even said that 
he tends to be a little . . . passive-aggressive at times. He equated 
that to his Filipino culture and his Filipino upbringing . . ., he kind 
of expected you to understand that. And a lot of the times we don’t 
[sic] understand how he’s feeling so it gets to almost like a tipping 
point to where he’s kind of had enough and it'll escalate almost into 
an argument at times” [an American working on a twelve-person 
technical sales team].'* 

“They never came out in the open or they never came forward 
with what exactly their viewpoints were. In the conference room, 
they would say ‘yes we believe in this, we agree’... but they would 
come back on the phone and say this is not really what is working” 
[an Indian manager based in Singapore working for a multinational 
company talking about the Japanese members of his team]. 

There were several major problems with communication, but di- 
rectness was most vexing. Some team members were too direct, oth- 
ers not direct enough. Until team members got used to each other's 
communication style there were great risks of interpersonal conflict. 
Team members who were too direct risked causing others to lose 
face; those who were not direct enough lost face (respect) in relation 
to their more direct teammates. One of the major learning points for 
multicultural team members was what other team members meant 
when they said “yes.” Yes sometimes means “yes, I'll do it” but some- 
times means “yes, I’d like to do it”; sometimes means “yes, I’m lis- 
tening”; and sometimes means “no.” 


Problem Solving. A challenge we heard a lot about in our inter- 
views had to do with differing approaches to the team’s overall task. 

“The lady from Greece would say ‘Here’s the way I think we 
should do it.’ It would be something that she would be in control of. 
The guy from Poland would say ‘I think we should actually do it in 
this way instead.’ The lady would kind of turn red in the face, upset, 
and be like, ‘I just don’t think that’s the right way of doing it.’ It 
would definitely kind of switch from just professional differences to 
kind of personal [differences]” [an American on a consulting team].”° 
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The experience of French and U.S. engineers working for Bull, 
an international information technology consulting organization, 
thoroughly illustrates cultural differences in problem solving that 
foreshadow the challenges that Alcatel and Lucent Technologies 
are likely to have over the next few years putting their French and 
U.S. engineers together. 

A U.S. Bull engineer says of the French, “They use a sort of 
Cartesian logic when approaching problems. It is important to 
them that they analyze the problem correctly, that they get the 
right conception of the problem.” A French engineer responds, 
“The Americans are much less concerned with having the proper 
intellectual approach to a problem or developing a clear logical 
structure. Their priority is getting quickly to the action even to the 
point of being partly wrong.” One U.S. engineer describes the 
French approach to problem solving as “analysis paralysis.” She says 
that so much analysis and attention to detail slows the process 
down. A French engineer describes the U.S. approach as start, re- 
alize after three months it’s not working, stop, change approach, 
and start over.”! 

These cultural differences in problem solving described by Bull 
employees are the result of differences in the way engineers and 
technicians were trained in school and were expected to perform at 
work before the merger that brought together the U.S. Zenith Data 
Systems and French Groupe Bull. Both French and U.S. employees 
describe the French approach as focusing on the negative—what is 
wrong with the suggested approach—and the U.S. approach as fo- 
cusing on the positive—what is right. 

These differences in approach to problem solving are neither 
trivial nor easy to bridge. The Alcatel-Lucent merger needs to in- 
tegrate the best of the French and American problem-solving sys- 
tems. But even if Alcatel Lucent develops its own corporate culture 
of problem solving, the differences in orientation between French 
and U.S. employees are going to continue. These companies are 
not going to change either the U.S. or the French school systems 
for training engineers. Both companies are going to continue to 
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hire employees from the U.S. and France. These companies need 
not only a corporate approach to problem solving but also a system 
for resolving conflict when slower French and faster U.S. cultural 
approaches collide. 


Interpersonal Conflict 


Interpersonal conflict occurs when team members feel insulted or 
affronted when they are denied an opportunity to express their 
ideas or when their ideas are rejected. In Chapter Five I pointed out 
that people feel affronted when their social identity (face) is threat- 
ened.” Social identity is our sense of our own reputation, the im- 
pression we think we have made on others. People generally want 
to maintain a positive social identity, to be accepted and respected 
members of social groups to which they wish to belong or in which 
they must work. 

Multicultural teams provide many opportunities for public con- 
firmation and disconfirmation of social identity. Team members 
who look like us, talk like us, and agree with our views about the 
task or procedures reinforce our sense of who we are and what we 
know. They confirm our social identity. Their behavior gives us face. 
But multicultural teams are by definition heterogeneous. Team 
members who look different, talk differently, or disagree with our 
views may cause us to lose face and therefore threaten our social 
identity. 

My colleague Maddy Janssens and I observed a meeting of a 
multicultural team charged with coordinating human resources pol- 
icy across a global business. One member of the team, an Asian 
woman, said little the first day of the meeting. She was new to the 
team; previously her boss had attended. The second day the team 
turned to an agenda item on which she had clearly been briefed. 
The approach the team was planning to take was going to be a 
problem for her geographical area. The team listened attentively 
while she described the problems and suggested an alternative. 
Then the subgroup that dominated the team moved on, ignoring 
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her input. She withdrew and did not say anything more for the rest 
of the meeting. Her action was not an emotional outburst, but it 
was emotional nonetheless. Whereas before the incident she had 
been slowly increasing her participation, afterward she stopped par- 
ticipating altogether. She had lost face in the interchange and been 
shown that she was not a powerful player in the group. 

One common response to affronts to one’s social identity is to 
hold others personally responsible and strike back. A team member 
may strike back immediately and push the team into open conflict, 
or hold back, waiting for an opportunity to extract revenge. Whether 
the response is immediate or delayed, when team members engage in 
revenge, the team is not engaged in its task. 

In multicultural teams, another common response to threats to 
social identity is retreating into ethnocentrism. When team members 
engage in ethnocentric thinking, they focus on the superiority of 
their in-group (team members with whom they share characteris- 
tics or interests) and the inferiority of the out-group (team members 
with whom they do not share characteristics or interests). When 
French and U.S. managers at Bull realized how differently they ap- 
proached problem solving, each group engaged in ethnocentric 
thinking. French managers argued, “Our way is best because we do 
it right and we get the right answer.” The U.S. managers argued, 
“Our way is best because there is no single right answer and we 
don’t waste time looking for it.” 

French and U.S. employees of Bull were differentiating them- 
selves in order to maintain a positive social identity.’? Unfortu- 
nately, this only increases social distance and competition between 
the two warring groups. Increasing social distance is the same psy- 
chological phenomenon that occurs when two countries go to war. 
Each country’s press emphasizes the rightness of that country’s val- 
ues and the wrongness of the other country’s values, resulting in in- 
group cohesion and a strong competitive orientation toward the 
out-group. Protecting social identity in multicultural teams by en- 
gaging in ethnocentric thinking only exacerbates social distance 
and hinders the team’s ability to use different cultural perspectives. 
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Ethnocentric thinking does not create synergistic integrative 
agreements. Ethnocentric thinking can bring the team to a halt; if 
neither cultural group will accept the other’s approach, no decisions 
get made, no problems get solved, and no integrative value gets dis- 
covered. According to the interviews we did with multicultural 
team members, when multicultural teams founder in ethnocen- 
trism, higher-level managers step in and impose a solution that no 
one on the team especially likes.’* The other undesirable effect of 
this action is that the team has not learned to manage its cultural 
differences and is likely to need management intervention again. 

Yet another response to a threat against social identity (an- 
other way to save face and maintain a positive identity) is decreas- 
ing social distance between in-groups and out-groups by exerting 
pressure for social conformity. European and U.S. managers on the 
drug certification team mentioned earlier took this approach. Each 
cultural group tried to convince the other to adopt its protocols, 
arguing that its way was the right way. Of course, both groups were 
right: their way was right for their own environment. But the 
team’s task was to identify synergies that could emerge from both 
cultures’ environments. 

Social conformity pressure can bring the team to a halt if nei- 
ther side gives in to the pressure. If one side capitulates and the 
other side imposes its approach, as occurred in the team Maddy 
Janssens and I observed, the differences out of which synergies and 
integrative value could be constructed are lost to the group. This 
loss is important because task conflict and procedural conflict are 
the resources from which teams construct innovative solutions to 
complex problems. There has to be a better way. 


Negotiating High-Quality Decisions 
and Managing Conflict in Multicultural Teams 
Groups naturally jump into their tasks.2* Members rely on norms 


imported from other group experiences for procedures”* and use 
stereotypes and categorization (who looks like me, who talks like 
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me) to make judgments about likely friends and foes. This approach 
may work reasonably well even for complex, multi-issue tasks when 
there is little or no conflict over procedures and when cultural and 
individual differences are few. Unfortunately, multicultural teams 
must anticipate complex tasks, for which different team members 
will have different interests (task conflict), different approaches 
(procedural conflict), and prejudices and stereotypes about each 
other’s culture. 

Multicultural teams set themselves up for failure unless they 
start out by creating procedures to neutralize procedural conflict, to 
negotiate and resolve task conflict, to prevent gratuitous interper- 
sonal conflict, and to deal with interpersonal conflict when it in- 
evitably arises. 


Three Approaches to Neutralizing Procedural Conflict 


Teams need procedures—norms or rules to follow when engaged in 
teamwork. Conflict over procedures is endemic to multicultural 
teams because teamwork procedures are functional solutions to 
managing social interaction, and different cultures come up with 
different procedures. It is not that one culture’s procedures are right 
and another culture’s procedures are wrong. It is just that the pro- 
cedures are different avenues to solving the same problem of social 
interaction. In the previous section we discussed procedural conflict 
over norms for what constitutes a work day, issues about deference 
to hierarchy and status, directness of communications, and problem 
solving. 

To neutralize procedural conflict, teams need procedures for each 
of these areas of conflict. However, to set up such procedures a priori 
would be an enormous task that would distract the team from its pur- 
pose. The solution is to have a collaboration model—a meta-model 
for how the team will manage conflict over procedures. Research 
and theorizing have identified three rather different collaboration 
models: subgroup dominance, hybrid, and fusion (as in fusion cook- 
ing—a cultural mix of ingredients and cooking techniques).”” 
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Subgroup-Dominant Collaboration. In subgroup-dominant col- 
laboration a coalition of team members imposes its procedures on 
the team. The coalition may be a majority of the team, or it may be 
a small group, or even a single member. It does not take much to 
form a dominant subgroup.” There are several related and consis- 
tent theoretical explanations for why subgroups form spontaneously 
in teams. One says that subgroups form on the basis of members’ 
similarity to each other, and people seek to distinguish their in- and 
out-groups.”” Another says people establish relative social roles on 
the basis of status. A third explanation says that demographic 
faultlines appear in teams based on team members’ similarities and 
differences. Which characteristics generate the faultlines depends 
on social, cultural, and personal background.”! 

Subgroups can be composed of team members from a single na- 
tional culture; team members from corporate headquarters; team 
members from low-context, direct-communication cultures; or team 
members with the greatest facility with the team’s common language. 

In this form of collaboration the subgroup’s process norms will 
prevail. Team members who are not part of the dominant subgroup 
will receive social reinforcement for following procedural rules and 
social ostracism for not doing so. When there is conflict over what 
procedures should be, the subgroup will impose order, or try to. 

The subgroup-dominant model is expedient. There should be lit- 
tle procedural conflict. At the same time, this collaboration model 
may suppress different perspectives about the task that may be neces- 
sary for negotiating an integrative decision or implementing new pro- 
cedures across geographical areas. The manager of one multicultural 
team we studied had a problem with three subgroup “tribes” (U.K., 
US., and European Continent members) of his financial research 
team. When he would talk, the “tribes” would quit contributing. In 
response, he hired a consultant to act as a meeting facilitator.” 


Hybrid Collaboration. Hybrid collaboration is a consistent coher- 
ent-collaboration model that relies on a mix of different cultural 
procedures for teamwork, cherry-picked from different members’ 
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cultural models. It may therefore take some time to develop. How- 
ever, once in place it provides a simplified but explicit set of rules, 
norms, expectations, and roles that team members share and enact. 
In order to work, once the hybrid model is in place, hybrid collab- 
oration requires team members to sublimate their own cultural col- 
laboration models (while working on the team) and conform to the 
team model.*® Thus once developed, a hybrid collaboration model 
is not likely to change much. 

Research suggests that when multicultural teams’ members are 
culturally highly heterogeneous they are most likely to form hybrid 
collaborations. The reason is that members of culturally heteroge- 
neous teams cannot help but observe their differences, and out of 
concern for getting their work done, they actively try to understand 
each other and construct a collaboration that will help accomplish 
that. Thus a requirement for hybrid collaboration seems to be an 
overarching concern for accomplishment of the team’s task. This 
group-level concern provides a justification for sublimating in- 
dividual concerns. It also may serve as a standard against which 
members can evaluate whether their teamwork behavior is or is not 
appropriate. Procedural conflict, if it occurs, is managed by asking 
the question that evokes the teams’ overarching goal: “What is best 
for the team as a whole?” 

The research does not show that team members from different 
national cultural subgroups can reliably reach productive hybrid 
collaboration. The challenge is whether they can overcome the in- 
herent differences in their collaboration models and surface and 
integrate a diversity of insights.» Subgroups may enable teams to 
extract information from team members who as individuals hesi- 
tate to speak up. However, recall the example from Chapter One 
of the peacekeeping team. National cultural differences blocked 
that team until the leader restructured the subgroups to cross na- 
tional boundaries. 

The financial research team, according to the member we inter- 
viewed, took about three years of twice-yearly face-to-face meetings 
to develop its collaboration model. The first step was to work with 
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an outside facilitator to generate a set of team values, which included 
integrity, teamwork, creativity, and innovation. The values served as 
a set of overarching team goals, gave the team identity, and gave the 
team and its manager a set of criteria for evaluating performance. 

When we asked in the interview what happened when a 
team member was not performing or participating, we received this 
response: 


And—and my boss has communicated that to that person [in pri- 
vate] . .., you know, he’s [the boss] got nice reference points. . . . Be- 
cause he can go...“ This is the value that [it] seems like you’re not 
living.” And he always puts it in that context. It’s not that like, you 
know, you are being unethical or you are being something. It’s like 
“look this is a value that you’re not living and it’s not carrying down 


to your group.” 


Fusion. In fusion collaboration, different cultural-collaboration 
models coexist. Team members with different norms for teamwork 
have to figure out how to make their differences compatible. The 
core idea of compatibility is respect for and tolerance of cultural 
differences.” The idea underlying fusion collaboration is that the 
best multicultural teams find a way to agree that different members 
can operate under different norms.** Fusion refers to three means 
of achieving coexistence. One means is replacing one cultural- 
collaboration norm with another (for example, substitute the prac- 
tice of formal voting with polling team members at coffee breaks). 
Another means is introducing the unexpected (for example, using 
visual images rather than PowerPoint outlines to make a point). A 
third means is mixing norms from different cultures (for example, 
giving team members sufficient information in advance so that 
those from collective and hierarchical cultures can consult peers 
and superiors, or make team decisions contingent on the consulta- 
tion with constituencies, or both). 

A team may develop fusion collaboration because it just does 
not want to spend the time to develop a hybrid model. More likely, 
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different team members’ cultural-collaboration models are suffi- 
ciently strong that the team is unable to reach a hybrid model that 
requires sublimation of one’s own culture. 

There is some evidence that teams are more likely to generate fu- 
sion collaboration if their members score high on cultural cognition.” 
Cultural cognition is a dimension of cultural intelligence. Cultural in- 
telligence refers to an individual’s ability to deal effectively in situations 
of cultural diversity.® Those with high cultural intelligence should be 
able to develop and sustain positive working relationships with those 
who have different cultural backgrounds, work effectively on multi- 
national task forces, adjust successfully to short- and longer-term 
assignments overseas, and function effectively in jobs with inter- 
national contacts and responsibilities.*! The cultural-cognition di- 
mension is the individual’s level of cultural consciousness and 
awareness during social interaction.” (See “Cultural Metacognition 
Questions” and “Normative Sample for Cultural Metacognitions” 
on the CD-ROM.) 

Fusion collaboration is both more and less than hybrid collab- 
oration. It is more in the sense of being more flexible. Coexistence 
implies that the team will have an array of procedures to choose 
among, or to enact simultaneously. But while flexibility makes fu- 
sion collaboration more than hybrid collaboration, flexibility also 
makes it less. With a hybrid model or a subgroup-dominant model, 
team members know what the collaboration model is. With fusion, 
the collaboration model is always in flux. 

This means that fusion collaboration takes a lot of time. It is a 
continual process of recognizing, respecting, tolerating, and work- 
ing to make different collaboration models compatible. 

The financial research team’s collaboration model had some el- 
ements of fusion. As our interviewee said: 


The three individuals that are in Continental Europe, it’s not blatant, 
but in observing them it’s obvious that they’re much more communal 
in the way that they express themselves. . . . ifone of them starts to get 
put on the spot. . . in terms of . . . being questioned or what can we do 


about that or how can you [do] better, the other two will jump in and 
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help them. Whereas in the case of those in the U.K., and especially in 
the United States, we’re much more individualistic. ...So... for the 
first time [after three years], we actually called them out on it. And I 
think that’s a huge step in terms of progress because we said okay now 
wait, now wait, don’t start defending him . . . just let him finish, .. . we 
have questions for him. . . . I think if you would have tried to do that 
three years ago, they just would have shut it down. Everybody would 
have been like okay you’re just picking on me. . . So a big part . . . is 
getting to the point of where you can acknowledge it [cultural differ- 
ences] because you can’t make it go away and you shouldn’t make it 
go away... . You know it literally took three to four years to get to the 
point of where we are now. And it’s nice because different cultures, it 
brings in nice checks and balances. . .. Americans will just forge ahead 
and start trying to rip apart things and let’s do this and that and . . . the 
British take a much more pragmatic approach, let’s not hurry up, you 
know, let’s think about this. So I mean it really—I think that the 
group is really stronger than it’s probably ever been because they are 
able to work together. . . . It’s not like we have to work through our 


boss to go talk to another person or another region.” 


The Collaboration Models in Practice. We have described the 
three collaboration models rather distinctly, but in practice, as with 
the financial research team, a team may use more than one. With 
effort teams may generate either a hybrid or a fusion collaboration 
that should minimize the problems of some parties not participat- 
ing—the Achilles heel of the subgroup-dominant model. In the 
next section we emphasize the importance of meaningful partici- 
pation in multicultural teams in order to capture differences and 
generate integrative decisions that team members can deliver to 
their constituencies. 


Negotiating to Resolve Task Conflict 


For multicultural teams, there are two negotiating challenges in- 
volved in resolving task conflict: generating information across 
multiple parties and multiple issues, and integrating that informa- 
tion into decisions that capture synergies and can be implemented. 
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Before exploring those challenges, it is worth revisiting the two 
criteria discussed in Chapter Three for evaluating good deals and 
bad deals: transaction costs, and relationships and long-term gains. 
Both criteria are highly relevant to multicultural teams. By their 
very nature multicultural teams generate high transaction costs. 
These costs need to be defrayed by very high-quality outcomes. A 
team product or decision that is innovative, captures synergies, and 
so on is only so good as its acceptability to the teams’ constituen- 
cies. Multicultural teams need to be attentive not just to the inte- 
grative, synergistic beauty of their decisions, but also to whether 
those decisions can reasonably be implemented. 


Generating Information—Meaningful Participation. Multicul- 
tural teams are likely to be dealing with multiple issues. They have 
multiple members whose interests are unlikely to be perfectly aligned 
and, as we have just seen, who will have different culturally based 
collaboration models. The challenge then is to get team members to 
share information. All the techniques suggested in Chapter Four for 
eliciting information from people from high- and low-context cul- 
tures apply in the team environment. In addition, there is one more 
technique: establishing a norm of meaningful participation. 
Meaningful participation means a team member enters the dia- 
logue when he or she has unique information to contribute.* One of 
the problems with teams is that a few people do all the talking.” A 
second problem is that teams tend to spend the bulk of their time 
talking about commonly held information rather than unique infor- 
mation.* A norm of meaningful participation is intended to counter 
both of these tendencies. The norm is not a panacea, it will not 
make these problems go away, but it will allow team members and 
leaders to keep the team focused on generating new, unique infor- 
mation and involving team members with access to it. Meaningful 
participation focuses on two obligations of information sharing: 


¢ Group members should enter the discussion as their knowl- 
edge, expertise, or contacts become relevant to defining or 
acting on the group’s task. 
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¢ Group members should enter the discussion when they harbor 
doubts about the direction the group is taking or the feasibility 
of the group’s plan. 


Meaningful participation was originally conceived to encourage 
individuals to participate in team deliberations. However, dividing 
the team into subgroups may be another way to encourage meaning- 
ful participation. Recall the peacekeeping team in Bosnia mentioned 
in Chapter One. When it became clear that the group was too cul- 
turally segmented to work together effectively as whole, the leader set 
up multicultural subgroups with one Russian, one Turk, one German, 
and one American officer in each. Meaningful participation took 
place in the small subgroups. Of course, the subgroups still had to pre- 
sent their recommendations to the group as a whole for decisions to 
be negotiated, but the subgroup structure used the expertise of all the 
team members to generate those recommendations. 

Team members may be a little less reluctant to share information 
about priorities and interests than are deal makers or dispute re- 
solvers because the team’s task provides a common goal. Common 
goals encourage cooperation. Cooperation encourages information 
sharing. Making group goals salient encourages information sharing. 
Still, there may be language, cultural, structural, and psychological 
barriers to meaningful participation that need to be addressed. 


Language Barriers. Language can be a powerful tool to exclude or in- 
clude certain group members and thereby reduce meaningful partic- 
ipation. Examples of such language-based power practices include 
making personal remarks in a language some members do not un- 
derstand or refusing to attend a meeting that will be conducted in 
another language. One of our interviewees told a pretty funny story. 
His team was in Korea to buy product for Latin American customers. 
During the negotiation, the Korea side would caucus at the table 
speaking Korean. This annoyed the buyers, but knowing that Korea 
is a high-context culture, the buyers did not complain about the cau- 
cuses, they just began to have caucuses of their own in Spanish. 
Members of the buyer’s team who did not speak Spanish pretended 
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to, much to the Spanish-speaking team members’ amusement and 
to the Korean team’s bewilderment. By common, implicit consent, 
the caucuses diminished.” 

Language can also be a source of misunderstanding. English was 
the working language of the pharmaceutical team, but not all team 
members were equally fluent. A French team member who ad- 
dressed a U.S. team member by saying “I demand. . .” was perceived 
as rude until both members realized that the French member was 
using a direct but erroneous translation of je demande, a perfectly 
polite way of saying “Iam asking...” 

Language also can be a source of frustration and anger. French 
and U.S. employees of Bull discussed the frustration of trying to 
work in a second language. One manager said, “You feel like you’ve 
lost half of your body, you feel intellectually hampered, you get frus- 
trated, and your emotion blocks your facility with the language; you 
get angry.” 

Teams need to confront their language problems. Failing to get 
information from group members because they are not fluent in the 
team’s lingua franca threatens the viability of the team’s project. 
Here are some ideas that might help: 


e Discourage jargon and make available glossaries with trans- 
lations of key terms. 


e Use visual aids when collecting information from group 
members. Expand the Negotiation Planning Document (Ex- 
hibit 1.1) by adding a column for every group member, and fill 
the chart in as the team discusses issues and interests. When 
presenting information to the team, use simple slides (lots of 
white space, main points, minimum of text), and make copies 
for all group members. When trying to reach agreement, write 
multi-issue proposals on a chalkboard or flip chart. 

e Arrange for frequent breaks to let team members discuss what 
was going on in the meeting in their own language. Follow 
breaks with a question-and-answer session. 
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¢ Consider using an electronically networked meeting room 
with one or two central screens and a conference table with a 
small screen and keyboard at each place. These electronically 
supported meeting rooms are especially helpful when teams 
are brainstorming, working on documents, or coming up with 
multi-issue proposals for agreement. 


e Adopt a team-endorsed way to stop a meeting and ask for 
clarification. For example, some teams give members flags to 
wave when they do not understand. 


Regarding this last point, one European manager on the drug 
certification team described an incident in which humor eased mis- 
understanding and led to a clarification norm: 


I was in a meeting with both French- and English-speaking col- 
leagues, and we listened to a presentation by an American colleague. 
She’s a very bright woman, and when she got into her story, she 
started talking very fast. My other colleagues and I were starting to 
have difficulty in following her when suddenly she started to regularly 
use “LOE.” Now I was completely lost. I raised my hand, “What does 
that mean, ‘LOE’?” “Oh,” she said, “lack of efficiency.” A few minutes 
later, I was lost again. I raised my hand again, saying, “LOU.” “LOU” 
she asked. “Yes,” I said, “lack of understanding.” We started to laugh. 
From then on, LOU became “ell-o-you,” “hello you,” our way of ex- 


pressing ourselves when we don’t understand anymore.* 


If this European manager had not intervened and asked for an 
explanation, the team would have de facto developed a norm that 
tolerated misunderstanding. Instead this manager promoted a norm 
of understanding. His first polite intervention communicated “I re- 
spect you, but I need to understand you.” His second humorous 
intervention communicated “We need a way to alert each other 
when we don’t understand.” “Ell-o-you” or “hello you” became the 
group’s norm. 
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Cultural Barriers. Another barrier to meaningful participation is cul- 
tural differences over what is appropriate behavior for teamwork. 
Collectivism’s emphasis on harmony and hierarchy’s emphasis on 
deference to status do not encourage people with dissenting opinions 
to contribute their ideas. Team members from cultures in which 
these values are strong may have difficulty participating in face-to- 
face open discussion, especially if their contribution is to dissent. 
Their culture’s normative approach would not be to confront di- 
rectly when face might be lost. Both high- and low-context com- 
munication norms can also be barriers. Direct communication may 
be offensive to group members from high-context cultures. Group 
members from low-context cultures may not understand indirect 
communication. 

Multicultural teams need to develop a norm of meaningful par- 
ticipation, but realistically, cultural reasons will make some group 
members be more reluctant than others to share information. Here 
are some ideas that may help: 


e Charge someone in the group with monitoring meaningful 
participation. The team leader can do this, but the team 
leader is also trying to get the team to move ahead with its 
task. Someone else might be better, both because the team 
leader will be occupied with other matters and because the 
team leader may need to be reminded not to dominate the 
dialogue. The monitor can remind the group as a whole of 
its norms or take individuals aside and encourage them to 
participate. 


e Have the whole team brainstorm about not only the positive 
implications of an idea or approach but also the negative im- 
plications. This makes dissenting opinions the responsibility 
of the whole group, not just a few members. 

¢ Gather information by e-mail. E-mail has important limita- 
tions, but it also has benefits. An e-mail environment mini- 
mizes differences in power. People are less inhibited by social 
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norms when they communicate by e-mail.*° Although this can 
be a problem, it can also encourage unrestrained participation 
of team members from cultures that greatly value harmony 
and are greatly concerned about face.” In cultures in which it 
is difficult to say no face-to-face, e-mail may actually facilitate 
communication about interests. 


Another barrier that culture imposes on information sharing 
is misunderstanding and misattribution. People process meaning 
through the lens of their own culture. Direct eye contact implies 
honesty in U.S. culture but is impolite in Japanese culture. U.S. 
team members may distrust Japanese team members whose eyes are 
averted during conversation. Japanese team members may inter- 
pret the U.S. members’ directness as rude and offensive. Either 
way, not only is meaning lost, but feelings are engaged and trust is 
challenged. French and U.S. members of a Bull team were exas- 
perated with one another when the French, in keeping with their 
cultural norms, focused on the negative and the Americans fo- 
cused on the positive. Here is some advice that may help deal with 
cultural misunderstanding: 


e Find out if the annoying behavior is truly cultural, meaning 
that it is a group rather than an individual characteristic. 
Then find out what it means in the other culture. 


Structural Barriers: Distance and Time. In multicultural teams, dis- 
tance and time differences are the primary structural barriers to 
meaningful participation. The team will need to experiment with al- 
ternative electronic communication media, learning when and how 
to use e-mail, computer conferencing, and teleconferencing effec- 
tively and when to insist on face-to-face interaction. A case in point: 
the members of the top-management team of a high-tech company 
hated their weekly meetings and loved e-mail, so they decided to 
make most of their decisions via e-mail, meeting face-to-face only to 
confront tough problems.” The result was that face-to-face meetings 
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became like hand-to-hand combat. E-mail had eliminated the easy 
issues as well as the social manners that had made face-to-face meet- 
ings tolerable, if not enjoyable. 

The major problem with electronic communication is that it 
increases social alienation. People working electronically do not 
identify with their groups as strongly as people working face- 
to-face.”> When we had students from Canada, Mexico, and the 
United States working by e-mail on a joint North American Free 
Trade Agreement (NAFTA) project, instructors in all three cul- 
tures received frequent complaints that team members from the 
other cultures were not motivated, were holding up the project, and 
were therefore responsible for poor quality.* When we do not get 
regular communications from remote team members, we tend to as- 
sume that they are not working. When our e-mail is not answered 
promptly, we conclude that they just don’t care enough about the 
project or, even worse, that people from their culture are lazy. We 
tend to attribute inactivity to willful negligence, not to environ- 
mental factors, such as time zone differences or access to e-mail, 
that are beyond the others’ immediate control. 

By attributing inaction to willful activity rather than to envi- 
ronmental factors, we exacerbate interpersonal animosity. Teams 
that produced the best NAFTA projects were the ones that devel- 
oped norms relating to electronic communication. They recognized 
the potential pitfalls of e-mail and developed proactive strategies 
for dealing with coordination and logistical problems. Successful 
teams not only alerted each other about deadlines but also consis- 
tently confirmed receipt of material, keeping everyone up to date. 

Here is some advice for overcoming the barriers to information 
exchange due to electronic communication: 


¢ Set norms for use of e-mail. For example, decide if receipt 
of correspondence needs to be acknowledged, even when no 
substantive answer is necessary. Decide if all correspondence 
should go though the team leader or whether team members 
are expected to copy the whole team. Decide within what 
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time frame e-mail should be acknowledged. Set up means for 
alerting others when a team member is unavailable. 


¢ Minimize having the same team members participate in con- 
ference calls in the middle of their night. One multicultural 
team rotates its monthly conference by time zone, not by how 
many people on the team are in a time zone. 


Psychological Barriers. A major psychological barrier to efficient in- 
formation sharing is that team members, especially those who are 
friends, tend to discuss common rather than unique knowledge.” 
Yet it is the knowledge that team members hold uniquely that gives 
the team leverage to do its task well. Meaningful participation does 
not imply that all team members participate equally at all times.* 
Focusing team members with relevant knowledge on the task while 
others are listening or doing something else is an efficient use of 
team resources.” It is also challenging to do. Here is some advice: 


e The team leader and at least some team members need to 
have transactive memory. Transactive memory is knowledge 
of who on the team knows what.** For example, the member 
of the drug approval team who knows the most about EU 
standards may not be the same person who knows the most 
about setting up clinical trials in EU countries. When one 
or more team members have transactive memory, they can 
encourage the participation of the expert at the right time. 
When no one knows who is the expert, and the expert for 
whatever reason is unwilling to speak up, expertise is lost. 


Another psychological barrier to information sharing is the 
tendency to focus on achieving group consensus or groupthink 
rather than on reaching a solution that integrates information. The 
Kennedy cabinet’s management of the Bay of Pigs military opera- 
tion to invade Cuba in 1961 is a widely cited example of group- 
think. Members of the Kennedy cabinet had serious doubts about 
the wisdom of this invasion and the planning that went into it. Yet 
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concerns about being accepted by other more hawkish members of 
the cabinet led them to keep their doubts to themselves. The inva- 
sion was a fiasco. 

Teams that are overly concerned with the political repercussions 
of their decision can end up in this psychological trap. Groupthink 
leads to poor-quality decisions because groups tend to focus on a sin- 
gle objective when other objectives are also important. They fail to 
generate a full array of alternatives, fail to reassess alternatives in the 
light of new information, fail to examine the pros and cons of pre- 
ferred alternatives, and fail to create contingency plans.” 

The advice given earlier for avoiding cultural barriers to infor- 
mation sharing should also be helpful in avoiding groupthink. In 
addition, team members may need to be assured of confidentiality 
and even protection: 


e Have anorm of confidentiality. Some team members may 
be worried that their opinions will be broadcast beyond the 
group and therefore do not express them, fearing harmful 
repercussions from outside the team. 


e Protect team members from social ostracism. Some members 
may be worried that they will be shunned for expressing dis- 
senting opinions. Team members should be assured that team 
membership is protected. 


Integrative Negotiation in Teams: A Collaboration Model for 
Making Decisions in Multicultural Teams. People do not always 
think about group decision making as a negotiation. They may think 
that once the information has been generated the team leader should 
make the decision, or the dominant subgroup, or that the group 
should vote or engage in dialogue until they reach a consensus. But 
different group decision-making norms exist in different parts of the 
world, in different organizations, and even within organizations, 
and teams need a model for decision making. I suggest integrative 
negotiation. 
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I suggest an integrative negotiation model for group decision 
making not just because this is a book about negotiation. Integra- 
tive negotiation fits well with meaningful participation for sharing 
information. It is also a better fit with hybrid or fusion collaboration 
models that are most likely to use the diverse knowledge inherent 
in a multicultural team than with a subgroup-dominant model that 
is not. Integrative negotiation focuses team members on interests. 
When interests are integrated, the decision sweeps up all the po- 
tential value from team members’ diverse information and interests. 
Also, because their interests have been addressed, team members 
should be motivated to work together to implement the decision. 

Getting parties to reach integrative agreements is difficult in 
any circumstances. In deal making it is difficult because parties as- 
sume that the resource pie is fixed and that sharing information will 
be detrimental to their interests. In dispute resolving it is difficult 
because parties are usually emotional and distrust not only each 
other’s motives but also the information provided. In teams it is dif- 
ficult because of the multiplicity of issues and interests. However, 
there are some ways to structure team decision making to encour- 
age integrative decisions. The first is to make sure that the group is 
set up to engage in meaningful participation. The second is to apply 
all the integrative negotiation strategies discussed in previous chap- 
ters. What follows is specific advice on structuring issues, making 
multi-issue proposals, decision rules, BATNAs, and second agree- 
ments in multicultural teams. 


Structuring the Issues for Integration. When multiple issues and al- 
ternatives exist and team members’ priorities are spread across issues, 
reaching an integrative decision is usually possible. When issues or 
alternatives are few or team members’ priorities are focused on just a 
few alternatives, reaching an integrative decision may not be possi- 
ble, even if the team fully shares information about interests and pri- 
orities. If an integrative decision does not seem feasible because of 
the structure of the task and the distribution of interests, here is one 
option to consider before giving up entirely on integration: 
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e Add issues or subdivide issues. Do whatever it takes to get more 
elements of the task on the table to work with simultaneously. 


Making Multi-Issue Offers. Teams have a tendency to follow agen- 
das, and if they negotiate they tend to do so one issue at a time. 
Such practices are unlikely to produce integrative agreements. In 
fact they may produce no agreement at all. In one of our studies we 
created four-person teams and asked each team to negotiate five is- 
sues that affected all team members. Half of the teams were com- 
posed of four people whose social motivation was cooperative. (See 
Chapter One for a discussion of social motivation.) The other half 
of the teams were composed of four people whose social motivation 
was individualistic. Half of the cooperative teams were given an 
agenda to follow that required deciding one issue before moving on 
to the next of the five. The remaining cooperative teams were told 
to vote on a multi-issue offer three times during their deliberations. 
The individualistic teams were similarly divided and instructed. 

Exhibit 7.1 shows the rate of agreement. Note that in the multi- 
issue offer condition, both individualistic and cooperative groups 
reached agreement. In the agenda condition, not even all the co- 
operative groups reached agreement and the individualistic groups 
struggled. Following an agenda inhibits trade-offs, so we wondered 
how the cooperative groups were getting around that problem. 
Videotapes of their discussions revealed that they were reciprocat- 
ing each other’s concessions: if A conceded to B when working on 
an issue that was important to B, when an issue came up that was 
important to A, A expected B to help out. But B was not necessar- 
ily in a position to help A on that issue. C was the problem. But be- 
cause C owed something to B, B was able to help A by calling in C’s 
debt to B. Sound complicated? Actually, it is not when team mem- 
bers are all cooperatively motivated. The problem is when all or 
even some team members are individualistic. They do not trust 
each other sufficiently to help out on a later issue that is important, 
and so they fail to make prior concessions. 
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Exhibit 7.1. Agreement Percentages of Individualistic and 
Cooperative Groups Using Agenda and Offer Decision Processes. 
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One option in teams is to try to get a commitment to general- 
ized reciprocity as a team norm or value, much like the values that 
the financial research team developed to guide their collaboration. 
Generalized reciprocity takes advantage not only of the fact that 
team members have different priorities but also that some priorities 
are stronger than others. Teams whose members are cooperative, 
concerned for both their own and others’ interests, operate with the 
implicit understanding that members whose interests are least af- 
fected by the decision should concede when they can. In return for 
their concession on a less important decision these team members 
can expect to prevail on a subsequent issue more important to 
them.® Here is some advice: 


¢ Get a commitment to long-term reciprocity. 
Another option is to set a norm to discuss all the issues before 


deciding or put an offer on the table that incorporates all the issues. 
The proposals in Exhibit 5.2 for resolving disputes are also useful for 
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making decisions in multicultural teams. The obvious way to inte- 
grate is to agree to a set of complex trade-offs that take into account 
all team members’ interests. Proposals to experiment for a limited 
period and then evaluate give those team members who have res- 
ervations about a decision an important role in monitoring its prog- 
ress. Non-precedent-setting decisions preserve future flexibility and 
let teams take into account unique circumstances. Decisions to min- 
imize costs to team members who are going to suffer losses build 
widespread commitment even among those who will bear the costs. 


Decision Rules. Decision rules prescribe what proportion of the team 
must agree before a decision can be made. Such rules affect whether 
the team considers the opinions of minority and dissenting mem- 
bers. There are many choices for group decision rules. 

Subgroup dominance imposes the interests of the dominant sub- 
group on the team. This decision rule discourages minority input 
and is not likely to lead to an integrative agreement. 

A majority decision rule may have almost the same affect as sub- 
group dominance. This rule implies that a decision can be reached if 
more than half of the group’s members agree. Often large factions or 
coalitions exist before the start of the information-sharing phase of 
group decision making. These a priori majorities discourage the ex- 
pression of minority views. Why bother to speak up, thinks the mi- 
nority member, our faction does not have the strength to prevail. Yet 
the research is clear that attention to minority views causes majority 
views to diversify.°' Teams that let the majority rule are less likely to 
integrate than are teams that must reach a unanimous agreement.” 

Achieving a two-thirds majority usually requires that an a priori 
majority gain members to control the group’s decision. This often 
forces the dominant team members to pay attention to the views of 
minority members. 

Consensus, too, should force the dominant subgroup or the ma- 
jority to pay attention to minority views. Consensus is a form of 
majority rule in which the team continues to talk until no team 
member still actively opposes a decision. Team members with doubts 
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about the merits of a decision agree that the team should make that 
decision despite those doubts. A consensus decision rule that is not 
accompanied by a norm of meaningful participation risks leading 
the group into a false consensus in which team members with 
doubts do not agree that the team should move ahead, but are un- 
willing to speak up. 

A truly integrative, negotiation decision-making model for teams 
requires unanimity. This may be difficult to achieve in teams because, 
with multiple issues and multiple parties, some team members are 
likely to have some doubts about some aspects of the team’s decision. 

When unanimity cannot be achieved, voting may be a better 
alternative than consensus.® The reason is that voting preserves dif- 
ferences, gives differences legitimacy, and gets decisions made. After 
the vote, although some team members are on the wining side and 
others are on the losing side, the concerns of the losing side have 
increased legitimacy and may be able to be incorporated into a sec- 
ond agreement (see section further on). 

Voting, of course, has its own pitfalls.“ When the decision rule 
requires a simple majority, the order in which alternatives are 
voted on can affect the outcome. This is why it may be preferable 
to rank alternatives rather than vote on them according to some 
sequence. Ranking has problems, too. Team members may engage 
in strategic manipulation to make sure that some undesirable op- 
tion will lose. 

Other decision rules reduce the likelihood of integration. When 
one party has the authority to make a decision, that member is usu- 
ally expected to act in a self-interested way. As a result, other team 
members may hide information. The same is true when a dominant 
subgroup has the authority to impose a decision on the team. Fac- 
tions are not motivated to learn about others’ interests because in- 
tegrating the interests of nonfaction members is likely to dilute the 
gains available to distribute among faction members. 


BATNAs. Like deal makers and dispute resolvers, teams also have 
BATNAs. A team’s collective BATNA is whatever will happen if 
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the team cannot reach agreement. This collective BATNA, like 
deal makers’ BATNAs, may have vastly different implications for 
different team members. Reaching no agreement may be a better 
outcome for some team members than for other team members. 
Team members whose interests will be hurt the most by no agree- 
ment will be the most motivated to reach agreement and likely the 
most cooperative and flexible. Team members whose interests will 
be hurt the least by no agreement are likely to be the least cooper- 
ative and make the most demands on the group. This means that 
any decision will need to be better than no agreement for the team 
as a whole and for each individual member individually, unless the 
group is prepared to sacrifice a member. Trying to satisfy everyone 
motivates the search for an integrative agreement. 

Consider the pharmaceutical team in the example early in this 
chapter. Japanese, European, and U.S. team members all want to 
maintain their own separate drug trial programs, but the parent com- 
pany wants to reduce costs and duplication. The team’s BATNA, no 
agreement, is not the status quo of three separate drug trial programs; 
its BATNA is an integrated program imposed by top management. 
Because Japanese regulations require separate drug trials on Japanese 
nationals due to genetic differences between Japanese and North 
Americans and Northern Europeans, the Japanese team members 
have less to lose if no agreement is reached. This means the U.S. and 
European team members should be strongly motivated to negotiate a 
synergistic agreement, and the Japanese team members should be suf- 
ficiently powerful to be sure that that agreement meets their interests. 


Second Agreements. There are two different ways to search for an 
integrative agreement: either brainstorm about multiple alterna- 
tives and identify the best in terms of meeting parties’ diverse in- 
terests, or engage in second agreement negotiations: agree to seek a 
minimum agreement and to then try to improve it. 

After the team has shared information, it can use brainstorming 
to come up with multiple alternatives. Brainstorming rules should 
apply: generate as many alternatives as possible; the more unusual 
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the idea, the better; aim for quantity of ideas without worrying about 
quality; do not criticize options during brainstorming; and feel free 
to elaborate on and extend others’ ideas.® It may help to give the 
team the list of types of agreements in Exhibit 5.2. During brain- 
storming, alternatives should be displayed visually so as to minimize 
misunderstanding. Ranking should be used rather than voting be- 
cause it preserves options and forces the team to make its judgments 
in the context of realistic alternatives. The French employees at Bull 
might like this approach because it results in a single “best” decision. 
The Americans should like that many alternatives are generated, 
not just one, and that this approach identifies a fallback alternative 
if something goes wrong with the first choice. Of course, this proce- 
dure takes time, and there is no guarantee that it will generate an in- 
tegrative decision. 

The second agreement requires reaching a first agreement and 
then trying to improve on it. After completing a Negotiation Plan- 
ning Document like that in Exhibit 1.1, teams might fill in another 
chart documenting the least each member would agree to on the is- 
sues. If this process generates an alternative that all members can 
agree to, then that alternative serves as the first agreement. The 
next step is to move the elements of the first agreement around to 
see if there is a second agreement that is as good or better for all 
team members. 

Second-agreement deliberations may not stimulate much in the 
way of creativity, because the structure of the first agreement may 
constrain creative thinking about alternatives. But second-agree- 
ment deliberations do force team members to deal with issues si- 
multaneously and so encourage integration. Of course, there are 
integrative agreements that generate a great deal of value and oth- 
ers that generate less. 


Preventing Gratuitous and Unnecessary Interpersonal Conflict. 
Interpersonal conflict can and should be avoided. A team with a 
clear collaboration model that encourages sharing information and 
negotiating integrative decisions will still have task conflict that 
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can spill over into interpersonal conflict, but it should have rela- 
tively little procedural conflict. Thus the first step in avoiding un- 
necessary interpersonal conflict is to have a collaboration model to 
govern team deliberations and decision making. There are a few 
other things that can be done as well. Task clarity helps prevent un- 
necessary conflict. So do respect and tolerance for social and cultural 
differences and creativity in the face of those differences; task-based 
trust; and norms for interpersonal interaction. Teambuilding, as it is 
typically practiced, does not necessarily build respect, tolerance, and 
trust that are sustainable when task conflict erupts. 


Task Clarity. When team members know what is expected of them, 
and their expectations are consistent, they should be able to avoid 
conflict about the team’s mission. It is management’s responsibility 
to define the team’s task, if possible. However, global management, 
to whom the team ultimately reports, and local management, to 
whom individual team members report, may have different per- 
spectives on just what the team’s task is. Part of a multicultural 
team’s ongoing responsibility is to manage its relationships with 
global and local management. Consistent communications are es- 
sential to keep global and local management and the team itself fo- 
cused on the same task. 

Often multicultural teams have ill-defined tasks, not because 
management has foresworn its responsibility, but because there 
would be no need for a team if the task were clear. A multicultural 
team given no mission statement needs to define its mission and sell 
that mission to global and local management, from which it will 
need to acquire resources and cooperation to implement its projects. 
To develop and sell a mission, the team needs a collaboration model 
for making decisions. This is what the U.S.-U.K.-European financial 
research team accomplished; it took them three years! 


Respect, Tolerance, and Creativity. There is a fine line between tol- 
erating differences and confronting them. Used selectively, freely, 
and especially creatively, toleration can be a very effective way to 
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reduce conflict.*’ Multicultural team members we interviewed had 
lots to say on this subject. Recall the earlier example of the Indian 
manager talking about the Japanese members of his team who were 
not willing to say no openly, but also were not cooperating? This is 
what the manager told us he did: 


We realized that there must be certain cultural reasons why they 
were not very willing to say no in our face. .. . we took some short- 
term action ... to try and... build consensus . . . in the whole Japan 
IT team rather than just addressing those two people [assigned to our 
team]. Our idea was to do [an] eBusiness road show every time we 
would go to Japan. We would pull all the eBusiness team . . . into a 
cafeteria . .. where we would buy lunch for everybody, and my col- 
league and I would actually walk through success stories for the busi- 
ness when they had aligned with the larger business priorities. . . . 
We thought about just going and addressing this [the problem with 
the two Japanese team members] as an escalation with the Japan IT 
leader, but thought that would not be a great idea because the Japan 
IT leader would again go back to his team and seek a consensus. So 
we thought just going in . . . across the team would be a better idea. 
And we did not see any resistance in terms of the team coming in 
and attending a road show because the way we positioned it was just 
bringing everybody on the same page in terms of what successes we 
were achieving. It was rather subtle, not directly going and address- 


ing the issues that we had with the two individuals. . . . 


Trust. Trust reduces conflict in several ways. People who trust ex- 
pect trusted others to honor commitments, even commitments that 
are hard to define or hard to monitor.” With social pressure to 
honor commitments, people are more likely to follow through, and 
fewer missed commitments mean fewer recriminations over fault 
and less conflict. Trust also reduces conflict in a more subtle way. 
When we trust someone, we expect benevolent behavior and tend 
to interpret what we see through the lens of that expectation. That 
same behavior exhibited by someone we distrust is easily attributed 
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to malicious intent. So trust reduces conflict because it increases 
tolerance. One of our interviewees told us about the process of 
building trust on a U.S. —Japanese multicultural team. The team 
worked in Japan for several months to evaluate whether a retail 
chain should expand to Japan. A U.S. team member said: 


We were very interested in immersing ourselves in the culture. . . . 
the Japanese associates invited us into their world. Typically it’s very 
rare in a business environment to get invited to the home of Japan- 
ese... . we actually got invited to someone’s home, which was a 
great honor. One [Japanese] associate was taking tea ceremony 
lessons. . .. so we actually got to go on a Saturday morning for sev- 
eral hours and observe, and we didn’t participate, but observed her 
training in the Japanese tea ceremony. | think the fact that we were 
willing to engage her . . . helped her [be patient with us] when we 


didn’t understand what she was trying to convey to us.” 
ying y: 


Norms for Interaction. Teams’ norms for interpersonal interaction 
develop quickly as members start working together. Although team 
members import interpersonal interaction norms from prior expe- 
rience just as they import decision-making norms, a lot of modeling 
also goes on. The way team members treat each other is very visi- 
ble behavior; so are team members’ reactions. Either disrespectful 
or respectful treatment of others can rather quickly become the 
group norm. Recall the example of the multicultural audit team 
working in Panama with some members who did and others who 
didn’t want to hang out together after work. Ultimately, the team 
confronted this conflict and set some rules: 


I think we had to sit down and say, hey, I understand that some peo- 
ple don’t want to hang out together and some people do, so let’s do 
half and half. When we say this is going to be [a] team event, then 
everybody has to show up. Then if you want to do something sepa- 
rate, either do it afterwards or do it on the days that we’re not going 


to have a team event.”! 
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Here is some advice for preventing gratuitous and unnecessary 
interpersonal conflict: 


¢ Develop acommon understanding of the team’s task. 


Accept that all team members have legitimate interests. 


Recognize that no team member’s approach is necessarily 
superior to any other. 


Treat all team members with dignity and respect. 


Build trust. 


Set norms of interaction. 


This advice promotes a team environment that is similar to the 
environment fostered by well-regarded third parties in dispute res- 
olution. Such norms of interaction reduce gratuitous and unneces- 
sary conflict because they recognize the inevitability of differences 
and encourage toleration. They also provide a basis for trust that is 
depersonalized or group-based rather than individually based. Fi- 
nally, norms such as these channel conflict toward an interest-based 
resolution. 

The drug certification team developed the following set of in- 
teraction norms: 


Don’t 
¢ Don’t assume that the best ideas come from your own country 
or organization. 


¢ Don’t reject ideas that come from another place in the 
organization. 


e Don’t treat people from other parts of the company as second- 
class citizens. 


Do (willingly!) 
e Listen to others’ ideas. 


e Share your own ideas. 


Change opinions. 
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¢ Consider alternatives. 

e Admit there may be more than one right way. 

e Admit uncertainty. 

e¢ Work together to reduce uncertainty. 

¢ Compromise (split the difference). 

e Reciprocate (your way this time, my way a future time). 


¢ Confront and talk through differences. 


I would encourage them to add: 


Make trade-offs. 


Teambuilding. Teambuilding is supposed to transform a disparate set 
of individuals into a cohesive, coordinated team by breaking down 
social and cultural barriers and building trust. Teambuilding can be 
physically challenging, as teams trek through wilderness, build rope 
bridges, or sail tall ships under the distant but attentive supervision 
of experts who are being paid to ensure the safety of all parties. It 
can be fun and constructive when teams renovate community cen- 
ters or parks. Pride in team accomplishment can also generate team 
identity —‘“we did this together.” 

What teambuilding typically does not do is replace cultural 
stereotypes with transactive memory that is relevant to the task. 
The team member who is awfully good at tying knots for the rope 
bridge may not be very good at solving the knotty problems associ- 
ated with the team’s task. The survival television programs repre- 
sent the conflicting individual and group interests of multicultural 
teams even better than teambuilding simulations in one important 
respect: in teambuilding simulations, team members’ interests are 
aligned, whereas in real multicultural teams, members have indi- 
vidual and group interests that may conflict. 

Trust and tolerance acquired in the context of doing the task 
should help multicultural teams avoid unnecessary task and proce- 
dural conflict. It cannot hurt to get to know other team members as 
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individuals in a fun setting. But there are also risks. Distrust gener- 
ated in a physically challenging teambuilding setting may carry over 
into the intellectually challenging task setting, even though the 
two settings require very different skill sets. Multicultural teams 
need more than teambuilding as it is typically practiced to learn to 
work together effectively without gratuitous conflict. Developing a 
hybrid or fusion collaboration model should help teams build and 
maintain trust and tolerance. Building the collaboration model 
generates expectations, using it confirms expectations, and moni- 
toring and adjusting it builds trust. 


Constructive Ways to Confront Dysfunctional Conflict. Shouting 
matches are not the only form of dysfunctional conflict. Conflict is 
also dysfunctional when team members withdraw from meaningful 
participation, causing decisions to be made without their input. 

What to do when dysfunctional conflict erupts? There are many 
options. The member charged with monitoring meaningful partic- 
ipation could intervene in private with the withdrawn member or 
with the group as a whole in the case of an outburst. The monitor 
also might be authorized to mediate between group members or be- 
tween the disgruntled member and the group. The group might 
have a norm that members are expected to talk to each other when 
their tolerance is stretched to the point that an emotional outburst 
or withdrawal is imminent. 

It is possible to intervene in groups experiencing dysfunctional 
conflict and get them working together effectively, but it is not 
easy.” It is better to have conflict confrontation norms in place be- 
fore conflict erupts. If the team Maddy Janssens and I were observ- 
ing (earlier in this chapter) had had a conflict monitor, the woman 
who withdrew would have had a legitimate channel for expressing 
her feelings. She might have talked to the monitor instead of with- 
drawing. Or the monitor, sensing the woman’s urge to withdraw, 
might have called a recess, taken the woman aside, confronted the 
situation, and possibly even engaged the group in a discussion of the 
underlying problem that this episode uncovered. 
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Conflict, even when associated with strong negative emotion, 
is not always bad for groups. Conflict lays bare important differences 
of opinion, and emotion conveys the strength of feelings. Just as in 
disputing when there is not much alternative but to threaten the 
other party with your BATNA, so also in teams, members some- 
times have to reach an emotional stalemate before they are moti- 
vated to generate a new collaboration model. 

Emotional conflict can be extremely dysfunctional for a group, 
but talking about emotions can be a powerful conflict management 
technique. As discussed in Chapter Five, apology is often helpful, 
especially when it is directed toward emotions (“I’m sorry you are 
upset”). Sometimes an apology is sufficient to resolve an interper- 
sonal conflict. At other times, at least it reduces the tension be- 
tween parties so that they can return to their task. Used in the team 
setting, an apology focused on feelings may be very effective in re- 
ducing interpersonal tension. 


Effective Multicultural Teams 


To be effective, multicultural teams need collaboration models that 
encourage information sharing and integrative decision making. Yet 
just having the collaboration model is often not enough. Team 
members need the skills and the motivation to use the model. They 
also need support from the larger organizational environment. 


Skills 


The skills that multicultural team members need are the deal-making 
skills discussed in Chapters Three and Four, the dispute resolution 
skills addressed in Chapters Five and Six, and a cultural conscious- 
ness and awareness during social interaction (cultural cognition )— 
the theme of Chapter Two. A good way for team members to acquire 
those skills is training the team as a whole. Team training avoids sin- 
gling out particular team members who for cultural or other reasons 
may not come to the group with much facility in one of areas of ne- 
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gotiation or cultural sensitivity. Team training also helps build inter- 
action norms that can carry over into the workplace. 


Motivation 


Acquiring skills is one hurdle; using them is another. Team members 
have to be motivated to use their skills to participate meaningfully 
and seek high-quality integrative decisions. Culture complicates mo- 
tivation because what is motivating in one culture may not be in an- 
other. Consider the following two incidents that occurred in two 
executive programs on different continents in the space of a week. 
A US. manager asked me for some advice. He said that his team was 
using his ideas but he was not getting any recognition. He was tired 
of “doing all the work and not getting any of the credit.” He de- 
scribed a team that typically generated multiple alternatives, con- 
sidered their pros and cons, and then selected the alternative that 
had the most team support. “By the time the team members reach a 
decision, they all own my alternative,” he complained. 

That the group appeared to be using a pretty good process was 
not what this man wanted to hear. He wanted me to tell him how 
to get the team to recognize his contribution. I suggested that he 
start recognizing others’ contributions, assuring him that the team 
would soon begin to model his behavior by giving him credit when 
credit was due. The point is not what advice I gave but rather the 
contrast with this next story. I sent materials for a four-day course 
in decision making to China two months in advance so that they 
could be translated. The young woman who was assigned to assist 
me had done a great job by any standard in organizing all the mate- 
rials. Yet when I praised her in front of other staff members, I could 
tell that she felt very uncomfortable. “I’m just doing my job, Pro- 
fessor,” she said. The public recognition that was so embarrassing to 
my Chinese assistant was exactly what the U.S. manager required 
to maintain his meaningful participation in his team. 

Structuring financial incentives for multicultural teams is at least 
as challenging as determining how to use nonfinancial incentives. 
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Advice about team performance evaluation and pay structures sug- 
gests basic principles—establish target performance levels, quantify 
the criteria used to determine payout, balance individual and team- 
based pay, determine timing of evaluation, and so on.” When teams 
are multicultural, this advice may be too pat. Performance and fi- 
nancial incentives need to be sensitive to cultural differences. For 
example, some team members may come from affiliates or organiza- 
tions where pay is performance-based and others from affiliates 
where it is not. An incentive system that is normative and motivat- 
ing to team members from some cultural backgrounds may be foreign 
and even offensive to others. Even the advice to involve the team 
members in devising their own incentive system” may be anathema 
to team members from hierarchical cultures in which such decisions 
would normally be a responsibility of upper management. 

It is impossible to give specific advice about motivating team 
members beyond two generalizations: pay attention to motivation, 
and pay attention to cultural differences in what is motivating. 


Environments and Managing 
Effective Multicultural Teams 


Multicultural teams are embedded in organizations or, in the case 
of joint ventures and alliances, in interorganizational relationships. 
Most discussions of teams and their organizational contexts focus 
on acquiring team resources, such as members’ time, team space, 
and capital and assets. There is no question that these are impor- 
tant resources if a team is to be successful. 

A more subtle resource is organizational support for the team’s 
mission and collaboration model. Organizations tend to use and re- 
inforce the use of particular collaboration models. One of the rea- 
sons multicultural teams may experience procedural conflict is that 
members from different parts of the organization or different orga- 
nizations in the alliance have learned and are importing different 
ways to collaborate. A multicultural team using a hybrid or fusion 
model to negotiate integrative decisions may find it difficult to sus- 
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tain its approach when embedded in an organization or alliance 
that relies heavily on subgroup-dominant collaboration. 

Powerful organizational actors need to buffer multicultural 
teams from inhospitable environments. Ideally, these are managers 
whose subordinates are team members and whose areas of responsi- 
bility are likely to be affected by team decisions. These managers 
need to be kept apprised of the team’s progress, both its successes 
and its failures. The purpose of keeping powerful actors in the in- 
formation loop is not to prepare them to intervene if the team has 
difficulties but rather to build their trust in and support for team ac- 
tivities. The rule of no surprises works well for multicultural teams 
managing multifaceted interfaces with their environments. 


Requirements for Effective Multicultural Teams 


Multicultural teams cannot be left alone to deal with task, proce- 
dural, and interpersonal conflict as best they can. These teams need 
guidance in using collaboration models that neutralize procedural 
conflict. They need to negotiate task conflict by sharing informa- 
tion and making integrative decisions. They also need to know how 
to prevent gratuitous and unnecessary interpersonal conflict and to 
have norms for dealing with interpersonal conflict when it occurs. 
Finally, team members need the skills, motivation, environmental 
resources, and protection to use their collaboration model. 
Managing multicultural teams is extremely challenging. Cul- 
ture increases the challenge because culture affects team members’ 
interests, the procedures that they know and feel comfortable using, 
and their motivation. When a multicultural team encounters a se- 
rious internal problem, its manager needs to avoid the trap of expe- 
diency—simply telling the team what to do.” While this may solve 
the immediate problem it does not allow for team learning or in- 
sight into why the problem occurred in the first place. Smart mul- 
ticultural team managers, like the one responsible for the financial 
research team, intervene early and help the team set norms, and 
then encourage the team to find creative solutions to their cultural 
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problems, much as the Indian IT manager did to get the Japanese 
IT division working cooperatively with the company’s eBusiness 
strategy. 

In the next two chapters we begin to focus on the broader en- 
vironment in which global negotiations are embedded. Chapter 
Eight takes up the problem of social dilemmas—multiparty situa- 
tions that require negotiation skills to manage incentives to com- 
pete and cooperate. Chapter Nine discusses the role of government 
in global negotiations. 


Chapter Eight 


Social Dilemmas 


When the fishing trawler South Tomi, Spanish-owned but registered 
in Togo, West Africa, was challenged for illegal fishing by an un- 
armed Australian fisheries inspection ship, the trawler fled westward 
four thousand miles before being picked up by the South African 
Navy and a detail of Australian soldiers. The ninety tons of Patag- 
onian toothfish in her hold was worth about $800,000. Since be- 
coming the “sweetheart” dining fish when introduced to American 
menus in the mid-1990s, the toothfish, sold as mero in Japan and 
Korea and Chilean sea bass in North America and Europe, has 
become a symbol of the struggle to save fisheries and other natural 
resources. Its stocks, like those of other fisheries, have been over- 
exploited such that reproduction cannot keep up with harvesting. 
It has been the focus of an unusual cooperative effort by chefs who 
refuse to serve this endangered species. Its fishing has been heavily 
monitored by governments whose agencies, like the Australian 
team that caught the South Tomi, try to distinguish between legally 
caught and pirated fish.! 

The struggle to save the Patagonian toothfish is a social di- 
lemma—a situation in which a party’s pursuit of self-interest con- 
flicts with the common good of a collective to which the party 
belongs.’ The self-interest of owner-operators such as that of the 
South Tomi is to spend as little as possible to catch as much fish as 
possible. The collective interest of the world population that relies 
on fish as a major source of protein—which includes the South 
Tomi’s owner—is to maintain the fish stock. 
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This challenge of balancing self-interests with collective inter- 
ests was described by Hardin as the “tragedy of the commons.” 
Hardin described a group of herdsmen grazing their cattle on a com- 
mon pasture. Each herdsman has the incentive to maximize profits 
by increasing the size of his herd, but if all do so, the pasture will de- 
teriorate and be unable to sustain any of the herds. If one herdsman 
increases his herd, others will follow, so as not to be exploited, and 
this will cause the pasture to deteriorate even faster, leading to the 
tragic destruction of the common. 

If our global society is to preserve critical common resources— 
clean air and water, animal populations, energy, fisheries—decision 
makers from many different nations must negotiate resource use 
that places global common interests ahead of local self-interests. In 
service of that aim, the theme of this chapter is negotiating coop- 
eration in multiparty social dilemmas. The chapter begins by dis- 
cussing the two-party concept of a prisoner’s dilemma and then 
turns to an overview of different types of social dilemmas. Although 
the public interest in many social dilemmas is for parties to cooper- 
ate, there are some instances, for example, price fixing, when the 
public interest is for parties to compete. The chapter discusses 
power-, rights-, and interests-based approaches to negotiating co- 
operation in social dilemmas. It includes examples of how people in 
different parts of the world negotiate social dilemmas. 


Social Dilemmas and Prisoner’s Dilemmas 


Social dilemmas are multiparty prisoner’s dilemmas, a concept famil- 
iar from economics. In a prisoner’s dilemma two parties get locked 
in a competition, pitting self-interests against collective interests. 
A typical prisoner’s dilemma example involves two suspects (let’s 
call them Joe and Ed) who are picked up by the police on charges, 
say, of breaking and entering. The police would like to make a felony 
charge against them, but do not have enough evidence to do so un- 
less one of them gives evidence (squeals) on the other. To encour- 
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age squealing, the police separate the two suspects and make to 
each the offer in Exhibit 8.1. 

Looking at Exhibit 8.1 we see that if neither Joe nor Ed con- 
fesses (cell A) they each get two years on the breaking and entering 
charge. However if both confess (cell D), each gets the longer five- 
year sentence. The incentive comes in cells B and C. In cell B if 
Ed does not confess and Joe confesses (essentially gives evidence 
against Ed), Ed gets ten years and Joe gets off. In cell C it is the 
opposite. Rational self-interest is to confess, hoping that the other 


Exhibit 8.1. A Prisoner’s Dilemma. 


Joe’s Choices 


Do Not Confess Confess 
Do Not Confess A B 
Joe = 2 years Joe = 0 years 
Ed = 2 years Ed = 10 years 
Ed’s Choices 
Confess C D 
Joe = 10 years Joe = 5 years 
Ed = 0 years Ed = 5 years 
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party will not confess, and so get no prison term. But if confessing 
is in Joe’s self-interest, then it is also in Ed’s self-interest, meaning 
that rational self-interest leads to the worst collective outcome— 
both go to prison for five years. The best solution is to trust the 
other party not to confess and not to confess yourself, but then if 
you trust the other party not to confess, the rational choice is to 
confess yourself and get out of jail free! 

If you think this dilemma is difficult for two parties to resolve, 
consider how much more difficult it is in the multiparty situation. In 
May 2002 the seventy members of the International Whaling Com- 
mission thought they had reached a compromise by doubling to four 
the annual take of whales by the Caribbean country of St. Vincent 
and the Grenadines in return for Japan and its Caribbean allies’ 
votes the following day to renew the aboriginal subsistence quotas of 
Arctic native peoples. But the day after the St. Vincent-Grenadine 
vote, Japan and its allies voted against the Arctic peoples’ subsis- 
tence quotas.‘ In a multiparty dilemma the risks of exploitation are 
multiplied by the size of the group, and even a small coalition can 
defect and upset the world order. 


Types of Social Dilemmas 


One important distinction among types of social dilemmas is whether 
the public interest is for the parties to compete or cooperate. Then, 
within the type of social dilemma for which the public interest is co- 
operation, there are two further subtypes based on whether parties are 
taking from the common resource pool or contributing to it. Al- 
though each type of dilemma has some unique characteristics, all 
have in common the tension between self-interests and collective 
interests. 


Competitive Dilemmas 


Competitive social dilemmas are situations in which it is in parties’ 
self-interest to cooperate but in the broader public interest for par- 
ties to compete. The competitive dilemma that affects most of us 
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on a day-to-day basis as we turn on our lights, heat and cool our 
houses, and drive our cars for work or recreation concerns the price 
of oil. OPEC (the Organization of Petroleum Exporting Countries) 
is a small group of competitors trying to determine production quo- 
tas so that they can control the price of their product. OPEC can 
do so because it is a global organization and not restricted by na- 
tional or international law. It is in the public interest for OPEC to 
pump sufficient oil that it is plentiful and cheap. But here is the 
competitive dilemma: it is in the self-interest of individual OPEC 
countries to pump oil, as the more they pump the more revenues 
they generate; but when all OPEC countries increase their supply, 
the price of oil drops faster than the excess supply is bought. Vol- 
ume does not make up for lost margin, and all oil-producing coun- 
tries lose. OPEC's collective interest is to restrict the supply of oil 
by self-imposing quotas and thereby increasing the price and OPEC 
members’ revenues. 

Consumers of OPEC oil have a public interest in cooperation 
that leads to a cooperative social dilemma of their own. The only 
sure way to encourage OPEC to pump more oil and so reduce the 
price of oil is to decrease the demand for oil. Negotiating a world- 
wide reduction in energy consumption is a cooperative social di- 
lemma. Let the other guy drive a hybrid car, or make do with fans 
instead of air conditioning! So far, as we shall see a bit later in the 
chapter, there has been some progress in reducing emissions from 
burning fossil fuel to produce energy, but not much success in re- 
ducing basic energy use.’ 

Collusive pricing is a response to a competitive social dilemma. 
Barrons defines collusive price setting as a combination or conspir- 
acy for the purpose and with the effect of raising, lowering, or sta- 
bilizing the price of a commodity in interstate commerce. This is 
what OPEC does. But collusion to set prices is illegal in the United 
States and the European Union. Yet despite illegality, there are 
many examples of collusive price setting that occur because of the 
underlying competitive dilemma. Colluders know that if they col- 
lude and set prices among themselves, they will share the market at 
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higher margins. Among colluders receiving publicity recently are 
producers of vitamins, corn syrup, and memory chips. 

Some of the largest multinational corporations, including Hoff- 
man LaRoche of Switzerland, Rhone Poulenc of France, BASF of 
Germany, and two Japanese companies, Eisai and Daiichi, conspired 
to raise the price of vitamins over a ten-year period ending in 1999, 
when these companies admitted to the conspiracy. Representatives 
of these companies met secretly in hotels and homes around the 
world to agree on how much of each product each company would 
sell and how much they would charge for it. The FBI’s hidden cam- 
era caught an executive at one of these meetings saying to another, 
“They [the consumer] are not my friend. And we gotta have ’em. 
Thank God we gotta have ’em, but they are not my friends. You’re 
my friend. I wanna be closer to you than I am to any customer. 
’Cause you can help me make money.” 

The nature of the competitive dilemma makes involvement 
risky: someone is likely to tip off the regulators. It may be the con- 
sumers, angry because they get the same price quote no matter 
which supplier they contact, as was the case for memory chips.’ It 
may be an outbreak of dissent among conspirators, since defecting 
from the price arrangement is in the self-interest of the colluders.® 
It may be senior executives who know the activity is illegal and 
want to save their own careers, as was the case in one of the com- 
panies producing the sweetener known as high-fructose corn syrup.” 

Involvement in a competitive dilemma is also risky because in 
the United States convicted price fixers go to jail and their compa- 
nies pay huge fines. Michael D. Andreas, the former vice chairman 
of Archer Daniels Midland, served a prison term for price fixing as- 
sociated with the lysine market. The same company paid $400 mil- 
lion to settle the corn sweetener lawsuit. It is rare for executives 
caught in a price fixing scheme to serve jail time in the European 
Union, because EU regulators do not have the legal rights to go 
after individuals in the same way U.S. regulators do. But the Euro- 
pean Union does impose substantial fines, up to 10 percent of over- 
all worldwide sales. For example, the Swedish-Swiss engineering 
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company ABB paid €70 million, or approximately 20 percent of 
its pipe sales. The German cartel office billed Heidelberg Cement 
€702 million, and the French office collected €534 million from a 
group of mobile phone companies." 

Explicit collusion such as that engaged in by the vitamin price 
fixers is in violation of antitrust laws. However, companies do co- 
operate implicitly by publicly signaling the choices that they make. 
Airfares and frequent flyer awards are good examples of this. Airline 
executives do not engage in collusive decision making like the vit- 
amin price fixers did. They do something more indirect. They an- 
nounce a new fare increase a few days ahead of the date the fare will 
be implemented and wait to see what their competitors do. If the 
competitors match the increased fare, all share the market with 
higher margins. If the competitors do not match the increase, the 
initiator can roll it back and continue competing for market share 
at lower margins."! 

Competitive dilemmas are pervasive and complex because 
there are two sets of collective interests: the collective interests of 
the competitors and the collective interests of the public—con- 
sumers of the competitors’ products. When OPEC nations make de- 
cisions about production quotas, there is no representative of the 
oil-consuming countries at the table. OPEC has to judge how much 
it can restrict production and increase prices before oil-consuming 
countries and consumers react, for example, by buying low-fuel- 
consumption cars or by releasing oil reserves. Consumers are not 
without power vis-a-vis a competitive cartel, but they have to co- 
ordinate their actions, and that may be difficult and take time. 
Meanwhile, if the cartel holds, it reaps windfall profits. 

Here is some advice about managing competitive dilemmas 
when collusion is a violation of anti-trust: 


e Signal your strategy into the market place. 


¢ Keep your strategy simple. You want your competitors to 
understand it! 
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¢ Do not be the first to defect; signal your willingness to 
cooperate. 


e Focus on your own payoffs, not your payoffs relative to 
others. This is a strategy to gain margin, not market share. 


¢ Consult your lawyer to make sure you are not crossing the 
line of illegal collusion. 


Cooperative Dilemmas 


As we noted earlier, there are two subtypes of cooperative dilemma, 
depending on whether parties are taking from or contributing to the 
common resource pool. 


Taking Dilemmas. Taking dilemmas are social dilemmas like that 
of the tragedy of the commons. People in industries that extract or 
use resources—fishing, forestry, agriculture, energy—have to make 
decisions in the context of a social dilemma. If they extract too 
much, the resource will be depleted, but while they are depleting 
the resource, they are profiting greatly. This is OPEC’s long-term 
problem. OPEC nations are extracting a resource that cannot be re- 
plenished. How much should they extract to serve current interests 
versus conserve for future generations? In contrast, the fishery and 
forestry industries are extracting resources that can be replenished, 
if self-interests can be sublimated to collective interests. Since the 
Patagonian toothfish was introduced to American menus in the 
mid-1990s, stocks have been depleted by 50 percent.'* Given the 
fish’s slow rate of reproduction in the cold waters of the Antarctic, 
and its remote natural habitat, making the way it is caught and sold 
difficult to regulate, you should order this fish now. That way, when 
the fish becomes extinct (you of course helped make it so), you can 
boast that you tasted it once! 

Taking dilemmas pose particular problems because surveillance 
of extraction and harvesting is often difficult and expensive, due to 
the remote locations of the resource. Resource consumers are also 
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often spread across the globe and have no social identity as a group 
that might be used to control consumption. 


Contributing Dilemmas. A free rider is a person who does not per- 
sonally contribute but benefits from the contributions of others. Free- 
rider dilemmas are social dilemmas about the decision to contribute 
to a public good. Tax evaders, despite paying no taxes, benefit from 
public services: they are free riders. Public radio and television in the 
United States are beset by the free-rider problem: a great many peo- 
ple listen or watch but do not make financial contributions during 
membership drives. The same can be said of teams. Free-rider team 
members who do not contribute nevertheless share in the team’s re- 
wards along with team members who do contribute. If the team is un- 
successful, the free rider, unlike other members of the team who 
contributed, will not feel exploited. The first challenge in managing 
free riders is identifying who they are. The second challenge is in- 
stilling in them a sense of responsibility to contribute to the public 
good. 


Using Negotiation Skills to Manage Social Dilemmas 


Social dilemmas are all around us. They may be local, involving the 
use of water in an area beset by drought, free riding on a grade school 
history fair project, or competition between gas stations or fast-food 
restaurants on facing street corners. They may also be global, in- 
volving emissions that deplete the ozone level, free riding as a mem- 
ber of a global airline alliance team, or competing for international 
market share of laundry detergent. Regardless of whether the di- 
lemma is local or global, managing it requires negotiating the bal- 
ance between self-interests and collective interests. 

A good standard for determining whether a social dilemma is 
under control is whether there is a balance or equilibrium between 
self- and collective interests, such that the public interest is being 
met by the availability of the collective good: clean air and ade- 
quate water, or public entertainment or the arts. When the public 
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interest is not being met, self- and collective interests are in dise- 
quilibrium. This section addresses the question of how to use what 
we have learned about negotiations to turn a social dilemma in 
which self- and collective interests are in disequilibrium into one in 
which the collective interest is being met. 

Chapter Five introduced three ways to resolve disputes: inter- 
est-based approaches, rights-based approaches, and power-based ap- 
proaches. This framework also provides a way of determining how 
to intervene in social dilemmas to protect the public interest. Just 
as we saw that interests, rights, and power approaches were not all 
equally acceptable across cultures, in managing social dilemmas 
some approaches may be more acceptable to parties from some cul- 
tures than from others. 


Power-Based Approaches to Negotiating Social Dilemmas 


Not all parties to a social dilemma are equal. Some parties are more 
powerful than others, and they can lead the way to cooperation in 
social dilemmas, if they only will. Chefs from Chicago’s most fa- 
mous restaurants (such as Charlie Trotter’s, Frontera Grill, and so 
on) signed a pledge in March 2002 to keep Chilean sea bass off 
their menus as part of a nationwide boycott to preserve this endan- 
gered species. Yet at the same time there was little pressure on 
Chicago caterers to join the boycott, since the fish is a staple of 
their business. (It does not taste fishy; can be served baked, grilled, 
broiled, or sautéed; and is difficult to overcook.) Still, said Frank 
Mendoza, at the time executive chef at Ristorante We in the W 
Hotel in Chicago, “if you put something on the menu, people are 
more likely to cook it at home.” Mendoza’s logic argues that if the 
celebrity chefs take it off the menu, people will be less likely to cook 
it at home or order it in a noncomplying restaurant." 

There are many examples of powerful parties taking the lead in 
negotiating a cooperative equilibrium in social dilemmas. Wal- 
Mart’s chief executive announced in March 2006 that the company 
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planned to spend $500 million a year to reduce greenhouse gases, 
build more energy efficient stores, and reduce packaging waste. No 
matter Wal-Mart’s motivation, it is investing money that it could be 
using for other purposes. And just like the Chicago celebrity chefs, 
green initiatives of a company such as Wal-Mart, which controls so 
much of the retail market and has such an impact on its suppliers, 
are likely to have a huge ripple effect.'* McDonald’s is another pow- 
erful party that is taking a somewhat different leadership role in 
maintaining biodiversity of agriculture. In 2002 McDonald’s joined 
with an NGO, Conservation International, to see what its food sup- 
pliers could do to reduce environmental impact at no or low cost. 
McDonald’s met with its key suppliers and “negotiated” a set of 
guidelines for what McDonald’s calls a “socially responsible food sup- 
ply.” Irrespective of whether these guidelines were negotiated or dic- 
tated or whether their costs are affecting McDonald’s margins, along 
with those of its suppliers’ margins, when McDonald’s speaks to its 
suppliers, many listen and cooperate.’* There is another somewhat 
counterintuitive but very important effect of being a powerful party 
in a social dilemma. Even when a powerful party will not cooperate, 
there are incentives for weaker parties to cooperate among them- 
selves. A good example of this is the fact that 164 countries have 
signed the Kyoto Protocol to the United Nations Framework Con- 
vention on Climate Control. Among the signatories are Canada, 
China, Russia, the European Union, and all countries in Latin 
America. The United States and Australia are notably not on the 
list." Why sign if you know that the United States, the world’s 
largest producer of greenhouse gas, will not cooperate? Well, some 
cooperation is better than none, and politics are dynamic. Ironically, 
in 2000 President Clinton was prepared to sign a protocol that had 
many of the features of the current one, but the European Union was 
not yet ready for it. Once George W. Bush became president, the 
United States pulled out of the Kyoto Protocol negotiations. 
Although you may never be called upon to represent your coun- 
try in international negotiations like the ones to generate a plan to 
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implement the Kyoto Protocol, you may lead your company in ne- 
gotiations such as occurred between McDonald’s and its suppliers. 
The principles for leading such a negotiation are the same as those 
for deal making, discussed in Chapters Three and Four, for dispute 
resolution, discussed in Chapters Five and Six, and for negotiating 
in multiparty situations, discussed in Chapter Seven. 


e It is essential to understand parties’ interests. 


e It is important that parties know the issues and options in 
advance and have time to negotiate with their constituencies. 


e It is important to put multi-issue proposals on the negotiating 
table that build in trade-offs that capture differences in inter- 
ests. (There will be more about how to do this when we dis- 
cuss tradable permits.) 


The first set of negotiations to generate a plan to implement the 
Kyoto Protocol failed at the last minute in November 2000 because 
of strong political differences between the European Union, whose 
green constituency wanted overall greenhouse gas reductions and 
top-down regulation, and the United States, whose industrial and 
agricultural constituency wanted carbon sequestration (credit for 
trees and managed farmland acting as “sinks” to absorb greenhouse 
gas), market mechanisms (tradable permits), and minimal regula- 
tion. One of the negotiation errors at this stage was that the idea of 
“sinks” had only been introduced to some negotiators at the meet- 
ing, far too late to be viewed by the EU countries as anything other 
than the United States trying to get something for nothing. A 
year later, this time without U.S. participation (the newly elected 
George W. Bush administration in the United States was not inter- 
ested in participating in negotiating global regulation on environ- 
mental issues) an agreement was reached on a set of trade-offs. One 
of those insisted upon by Russia, Canada, and Japan was credit for 
carbon sinks. Another was unfettered trading of greenhouse-gas 
emissions. In return, the European Union got what it wanted in 
terms of definitions of what was an infraction, how to decide a case, 
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and what the penalties would be, as well as an overall goal of cut- 
ting emissions to levels about 5 percent below emissions levels in 


1990. 


Rights-Based Approaches to Negotiating Social Dilemmas 


Rights-based approaches to negotiating equilibrium in social dilem- 
mas involve either generating social norms for cooperation or legal 
regulation to allow monitoring and enforcement of cooperation. 


Generating Social Norms. A norm, as we learned in Chapter Two, 
is a rule of appropriate social interaction—what one ought to do in 
a given situation. Norms are useful in regulating peoples’ behavior 
in social dilemmas because they provide a means of self-regulation 
and do not require infrastructure for monitoring and enforcement. 
Research has identified three norms that seem to regulate behavior 
in social dilemmas: commitment, reciprocity, and equity.!” In addi- 
tion, in local environments unique and elaborate norms can emerge 
to regulate social dilemmas. 


Norms of Commitment. When we make public commitments, we 
signal our intentions. This gives others a basis for forming expecta- 
tions of us and for acting according to those expectations. This al- 
lows for coordinated action, assuming we follow through on our 
intention. If we fail to do so, we not only disrupt social equilibrium 
but also generate distrust, loss of face, and other social sanctions. 
For all these reasons, the norm of commitment works to generate 
cooperation in social dilemmas. 

Our research indicates that in all cultures it is very important to 
communicate commitment to cooperate in order to get a group to 
cooperate in a social dilemma. We frequently run a social dilemma 
exercise concerning fish harvesting (SHARC) in executive pro- 
grams on negotiation. SHARC involves four parties who are har- 
vesting different amounts of shark from the Atlantic Ocean: the 
most powerful party in economic terms, the large commercial fishers 
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(big boats); the small commercial fishers (smaller boats that fish 
closer to shore); and two economically less powerful parties, namely, 
recreational competition fishers (“Compete in how big a shark can 
you catch”) and recreational tour fishers (“Come out with us and 
catch a shark to mount on your family room wall”).'* To maintain 
the resource these fishers have to reduce the overall harvest by one 
half, from 5000 to 2500 metric tons of shark per year. How to do so 
is the social dilemma. We assign participants to one of the four roles, 
give them time to prepare, and ask them to make a decision about 
how much they will reduce harvesting and how much they expect 
others to reduce their harvesting. Then we put them in a group with 
three other fishers, allow them to discuss the problem for thirty min- 
utes, and bring them back to once again make separate decisions. 
Exhibit 8.2 shows that communication (the thirty-minute dis- 
cussion) significantly reduced the overall level of fishing, regardless 
of whether the parties involved were American, Korean, Japanese, 
or Chinese managers. The biggest reduction was in the American 
data, since prior to discussion American managers were not very 
willing to reduce their harvesting. Post-discussion fishing levels are 


Exhibit 8.2. Differences in Group-Level 
Harvest Pre- and Post-Discussion, by Culture. 
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not significantly different across cultures. A few groups in all cul- 
tures do reach the 2500 metric ton level, which is sustainable." 

We use commitment norms almost unconsciously in many sit- 
uations. For example, when working in teams at the end of the 
meeting, we go around the table and get everyone to openly com- 
mit to what he or she is going to do. They work, too! 


Norms of Reciprocity. The norm of reciprocity is the social impera- 
tive to give benefits to others equivalent to the benefits they give 
you.” As we saw in the example of team decision making using 
agendas in Chapter Seven, generalized reciprocity of cooperation 
allows a multiparty team to develop integrative agreements. 

Reciprocity works in a similar way in social dilemmas, so long 
as trust is not violated. Of course, trust is sometimes violated, as in 
the International Whaling Commission example earlier in this 
chapter, in which Caribbean countries and Japan failed to recipro- 
cate following a vote to double the St. Vincent-Grenadines catch. 
Recall from Chapter Seven that agenda voting only works when all 
parties’ social motives are cooperative, which turned out not to be 
the case among members of the Whaling Commission. 


Norms of Equity and Equality. An equity norm distributes resources 
according to some standard of fairness, usually in proportion to con- 
tributions, inputs, or costs.”! The problem with the equity norm in 
the context of social dilemmas in which parties are from different 
cultures is that what is perceived to be fair in one culture may not 
be fair in another. For example, in the SHARC fish-harvesting 
dilemma exercise, the large commercial fishers are more powerful 
economically than the others. This party has the capacity to har- 
vest more fish than the others, and makes a large profit from doing 
so. We found that the powerful party seems to be using a different 
equity norm in U.S. and Chinese groups than in Korean or Japan- 
ese groups. 

Exhibit 8.3 shows the difference between what the powerful 
party (large commercial fishers) in the SHARC dilemma harvested 
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Exhibit 8.3. Perceptions of the Powerful Party: 
What Is Fair for the Powerful Party to Harvest Minus 
What Is Fair for the Two Weak Parties to Harvest, by Culture. 
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and what that party thought the two weakest parties should harvest. 
(Note that the vertical scale is not the same as the one in Exhibit 
8.2.) The difference in these allotments is almost a thousand met- 
ric tons when Americans take the powerful party’s role and almost 
eight hundred metric tons when Chinese take this role. Their be- 
havior exhibits an equity norm. It is fair for the powerful party to 
harvest more and the weaker parties to harvest less fish. In contrast, 
the Japanese and Koreans’ decisions illustrate an equality norm: it 
is appropriate for the more powerful party to make a bigger reduc- 
tion and the weaker parties to make a smaller reduction in harvest- 
ing. The differences between the powerful party and the weaker 
parties in these two cultures are five hundred metric tons or less. 
This contrast in the response of the powerful party when the 
dilemma is negotiated in the United States versus in an East Asian 
country appears to be due to cultural differences in the value for 
hierarchy in East Asian cultures and egalitarianism in the United 
States.” Recall from Chapter Two that in hierarchical cultures there 
is a social imperative for powerful parties to take care of weaker par- 
ties. This may explain why the powerful-party role players from 
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Korea and Japan—both hierarchical cultures—perceive a fair dis- 
tribution of resources as needing to be more equal across partici- 
pants than do the U.S. managers in a powerful-party role. They 
seemed to be using an equality norm. Are you wondering about the 
Chinese? In Exhibit 8.3 they look more like the Americans than 
like the other Asian groups. In a follow-up study, the Chinese man- 
agers in the powerful role still harvested according to an equity 
norm (meaning they harvested like the Americans), but they ad- 
mitted at the same time to feeling responsible for the welfare of the 
weaker parties. 


Emergent Local Norms. So far we have been discussing norms of 
commitment, reciprocity, equity, and equality that are general and 
can be observed directing and controlling people’s behavior in 
many different cultures. In addition to these general norms, very 
specific norms emerge in local communities for the purpose of re- 
source conservation and management. 

These emergent local norms have two characteristics. First, allo- 
cations are based on local cultural definitions of fairness. Second, the 
sustainability of the norm is based on the ability and willingness to 
bar outsiders.” Examples range from forest and meadow management 
in Japan and Switzerland to irrigation of farmland through the use of 
common water canals in Spain; the Philippines; and Bali, Indonesia. 

Bali’s unique system of water management combines Hindu re- 
ligious values dictating equal sharing with elaborate social structures 
and complex engineering.” Balinese rice farmers belong to com- 
munity organizations called Subak. All Subak members have the 
same right to irrigation water in return for free communal work on 
Subak activities. The water is allocated by dividing the total amount 
of water available by the number of Subak members. Work obliga- 
tions are directly proportional to the amount of water farmers re- 
ceive. Members can participate in the manual labor necessary to 
maintain the complex irrigation system or provide financial com- 
pensation in lieu of manual labor. Upstream and downstream par- 
ticipants cooperate in this system because the flow of water also 
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affects the population dynamics of rice pests. If downstream fields 
are not sown because of lack of water, pests will move upstream! 

An important factor in developing and maintaining local 
norms is keeping control of the resource out of the hands of out- 
siders. The Subak system in Bali has successfully done so for over a 
thousand years. So long as the need for water in Bali was primarily 
agricultural, the Subak system worked extremely well. However 
with increasing demands for nonagricultural use of water, the Subak 
system is being challenged.” 


Advice for Using Norms to Regulate Behavior in Social Dilemmas. 
There are two problems with relying on norms to regulate behavior 
in social dilemmas: different cultures use different norms to allocate 
resources, and those engaged in the dilemma may not adhere to the 
norms. 

The cultural problem means that when a social dilemma in- 
volves people from different cultures, the norms that they think are 
fair are not likely to be the same. Recall that in the first round of 
Kyoto Protocol negotiations, the European Union thought emis- 
sion reduction and regulation were fair and the United States 
thought that credits and trading were fair—cultural differences that 
are consistent with differences in political, economic, and social 
ideology between the United States and the European Union. 

Adherence to norms works on several levels. Commitment and 
reciprocity norms align self- and collective interests. Equity norms 
provide a basis for one’s own and others’ behavior, and so minimize 
disruptive surprises that otherwise can be viewed as defection from 
cooperation. Barring local area norms from incursions from the out- 
side sustains the norm and reduces defection. Here is some advice 
for using norms to generate cooperation in social dilemmas: 


¢ Make commitments that you are willing to follow through on. 
e Ask for others to make similar commitments. 


e Ask for generalized reciprocity and indicate when you are 
willing to engage in it. 
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e Find out whether equity or equality dominates social interac- 
tion in the cultures with which you are interacting. 


e When local norms are working to generate equilibrium, try to 
buffer those local areas from incursions by outsiders. 


However, in this increasingly global world, it is increasingly dif- 
ficult to buffer local norms from external pressures and social 
change. It is at this point that more formal, rights-based solutions 
are needed in the form of government regulation. 


Legal Regulation. Regulatory solutions to social dilemmas range 
from privatizing commons to capping use to setting up tradeable 
permits programs. Each of these different approaches to regulating 
behavior in social dilemmas has strengths and weaknesses. They 
also appeal differently and at different times to people from differ- 
ent cultures. 


Privatization of Commons to Regulate Behavior in Social Dilemmas. 
Privatization works by defining boundaries within which an en- 
tity—person, organization, or community—has the sole rights to 
use the resource. For example, each Subak in Bali has total control 
over allocation of water within its own watershed area. While this 
area is not private property, it is treated as such. Privatization works 
to conserve resources (the public interest) because it aligns self-in- 
terests with the public interest. Resource users who control their re- 
source (like the Balinese Subaks) conserve the resource. 

Privatization is appropriate for managing resources such as 
meadows and forests that do not move. But many natural resources 
move in unpredictable paths through air, water, and soil. Managing 
these resources requires negotiating harvesting caps and monitor- 
ing and enforcement. 


Caps, Goals, and Incentives to Regulate Behavior in Social Dilemmas. 
Goals motivate performance. Resources are conserved when gov- 
ernments set goals for reduction of greenhouse gas emissions and 
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provide positive incentives (for example, tax reductions) to parties 
who meet those goals and negative incentives (for example, fines) 
to those who do not. British Prime Minister Tony Blair has called 
on Britain to reduce carbon emissions to 60 percent of its 1990 lev- 
els by 2050.*° California Governor Arnold Schwarzenegger has 
called on his state, which is twelfth in the world in generating 
greenhouse gases, to cut emissions to 2000 levels by the year 2010. 
Together Britain and California are planning a joint market for 
trading permits for greenhouse gas emissions. 


Tradable Permits. Tradable permits work along with caps and goals 
to regulate behavior in social dilemmas. This is the mechanism of 
the market-based system set up by the 1990 amendments to the U.S. 
Clean Air Act. The U.S. Congress set up a trading system in which 
power companies can buy and sell permits to emit sulfur dioxide. 
Each year the number of allowances drops, with the goal of halving 
emissions by 2012. First the government gave power companies 
emission allowances or permits based on historical patterns and re- 
quired power generators to put monitors on their smokestacks. Then 
the power companies had a choice: buy permits and keep polluting 
up to their limit or else install expensive scrubbers on smokestacks. 
For a company such as Duke Power that was burning low-sulfur coal 
and whose emissions were already pretty clean, scrubbing a ton of 
sulfur out of their emissions might be extremely expensive, for ex- 
ample $300 a ton. For a company like Illinois Power that was burn- 
ing high-sulfur coal and whose emissions were pretty dirty, scrubbing 
a ton of sulfur out of their emissions might be cheaper, for example, 
$100. So if Illinois power would sell Duke Power a permit for $200, 
Illinois power would make $100 and Duke would save $100. How- 
ever, possessing one less permit and Duke Power’s $100, Illinois 
Power would have to install a scrubber to remove the ton of sulfur 
dioxide that it no longer was permitted to emit. 

Although not without its critics, because some “hot spots” re- 
main across the eastern United States, the U.S. system has been 
quite successful in emissions reduction. The latest data from 2004 
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show a 40 percent reduction of emissions compared to 1980 levels. 
The goal for 2010 is to reduce emissions to 50 percent of 1980 lev- 
els. And compliance is close to 100 percent.’’ Not only have the 
costs of eliminating the emission of ten million tons of sulfur diox- 
ide been substantially less than U.S. government or power industry 
estimates, but also the cost of monitoring the system has been five 
to ten times less expensive than expected.” 

The success of the U.S. tradable permits system provided a 
model for carbon trading within the Kyoto Protocol. The EU pro- 
gram began in January 2005 to help members meet their Protocol 
commitments. European Union members negotiate with Brussels 
to receive permits and then divide permits among companies lo- 
cated in their nations. These companies then buy or sell allowances 
according to the same market mechanisms as for the Duke and IIli- 
nois Power companies in the earlier example. Emissions contracts 
are being traded in Amsterdam, Paris, Oslo, and Leipzig as well as 
in markets in Austria and Spain.” 


Advice on Using Regulation. Regulation and markets have had a re- 
markable effect on reducing greenhouse gases in the past few years. 
The U.S. system that coupled goals with tradable permits demon- 
strated that this combination of regulation and free market could 
be successful within a nation-state. The European Union’s new sys- 
tem, assuming it too is effective (at this writing in summer 2006, it 
is suffering some two-year-old growing pains), should demonstrate 
that the combination of goals and free market also can work across 
national boundaries. 


Interest-Based Approaches to Social Dilemmas 


An interest-based approach to managing a social dilemma involves 
realigning self-interests so that they are consistent with collective 
interests. This requires either a reframing of the situation or a shift 
in social identity from the self to the group coping with the social 
dilemma. 
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Reframing the Situation. Give different people the same social 
dilemma situation, such as the fish-harvesting problem, and you will 
be surprised at the variation in their behavior. For example, the 
powerful party in our SHARC dilemma exercise can harvest be- 
tween four hundred and two thousand metric tons of fish. Ameri- 
can managers playing this role use the full range; and 50 percent of 
them harvest less than sixteen hundred metric tons, which leaves 
them with a loss of profits no matter what other parties do. Why do 
they do so? In class discussions they take the moral high ground: “It 
was the right thing to do.” Several different research studies suggest 
that framing a social dilemma as a moral or ethical problem is more 
likely to engender cooperation than framing it as a business or eco- 
nomic problem.* Framing a social dilemma as a moral or ethical 
problem versus an economic or business problem seems to work be- 
cause the “frame” focuses parties on the context’! and stimulates 
those context-dependent knowledge structures we talked about in 
Chapter Two. The moral or ethical frame stimulates a cooperative 
and possibly even an altruistic knowledge structure. The economic 
or business frame stimulates a competitive and defensive structure. 


Shifting Social Identity from the Self to the Collective. The way 
to shift social identity from the self to the collective is to make 
group membership salient. Consider OPEC again. OPEC member 
nations have national self-identities. When OPEC nations are ig- 
noring OPEC quotas, their self-identity is as a nation, not as a 
member of OPEC, whose standard they are ignoring. When OPEC 
nations are maintaining the group’s quotas, their self-identity is 
aligned with the group—how else can they explain their compli- 
ance? Certainly not by self-interest. 

There are three techniques for making social identity salient. 
The first is setting collective goals. A collective goal is a goal that all 
group members agree to. A collective goal may help parties recog- 
nize that their self-interests can be promoted by cooperating with 
others. A major factor motivating OPEC members to renegotiate 
quotas and stick to them in 1999 was their individual economic 
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problems caused by low oil prices. OPEC members’ collective goal 
of improving their individual economic situations was aligned with 
their self-interests. (See “OPEC Negotiations” on the CD-ROM.) 

A second technique for making social identity salient is increas- 
ing contact. Contact places dispersed parties to a social dilemma in 
touch with one another. Contact works if it generates respect for dif- 
fering interests and leads to trust that cooperation will be recipro- 
cated and commitments to quotas will be kept. The hierarchical 
structure that links the Balinese Subaks provides contact among Sub- 
aks responsible for different watershed areas. Without something like 
the thousand-year history of the Balinese Subaks, it is sometimes 
necessary to build trust between parties who are interdependent but 
who previously have had little contact. The way to do this is to sig- 
nal cooperation, much the same way the airlines engaged in com- 
petitive dilemmas do when raising prices: one or all parties take 
small cooperative steps that are easily monitored. Once there is an 
initial basis for trust, larger cooperative steps may be possible. 

A third technique for making social identity salient is recate- 
gorization. Recategorization involves encouraging parties to a social 
dilemma to see themselves not as separate entities but as a single 
group confronting a common problem. This often involves in- 
voking a superordinate category. For example, in dealing with oil- 
consuming nations, Saudi Arabia might represent itself as Saudi 
Arabia, the largest oil-producing country in the world, or as OPEC 
member Saudi Arabia. The distinction is subtle but important be- 
cause the difference signals the priority of collective interests over 
self-interests. 


Cultural Differences and Making Social Identity Salient. The 
three techniques for making social identity salient may work some- 
what differently for people from collective and individualist cul- 
tures. In collective cultures, as we discussed in Chapter Two, the 
unit of social perception is the group, the self is viewed as interde- 
pendent with social identity groups, in-group goals have primacy 
over personal goals, and in-group harmony is valued. In contrast, in 
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individualist cultures the unit of social perception is the individual; 
the self is viewed as an independent rather than a socially interde- 
pendent entity; personal goals are primary, in-group goals are sec- 
ondary; and in-group confrontation is acceptable.® 

The implication of these differences between collective and in- 
dividualist cultures is that members of collective cultures should 
find it easier to align self- and collective interests than should mem- 
bers of individualist cultures. Our studies comparing U.S., Korean, 
Japanese, and Chinese managers participating in the SHARC so- 
cial dilemma confirm this prediction. Exhibit 8.2 shows that U.S. 
managers confronted with a decision to reduce harvesting from the 
current rate of 5,000 metric tons of fish to the sustainable 2,500 
metric tons reduced their harvesting only from 5000 to 3988 met- 
ric tons when simply confronted with the problem, whereas Korean 
(3581), Japanese (3637), and Chinese (3416) managers reduced 
significantly more. But given the opportunity for discussion—when 
commitments can be made to harvesting levels—the overall level 
of harvesting evened out. 

How then to manage a social dilemma when parties are from 
individualist cultures? Exhibit 8.2 shows that communication helps 
managers from all cultures, but especially managers from the United 
States. One effect of discussion that leads to cooperation in social 
dilemmas is the opportunity to make and extract commitments 
from others.** Cooperation also may result from hearing others ar- 
ticulate the logic for harvesting patterns that are different from 
one’s own self-serving interests. This may lead parties to reassess 
their judgments of fairness. It is also possible that just meeting as a 
group enhances group identity, leading to recategorization and co- 
operation, regardless of what parties talk about! * 


In-Groups and Out-Groups: Risks in Making Social Identity 
Salient. Increasing social identity using collective goals, contact, 
or recategorization works by redefining the in-group—those with 
whom cooperation will result in a sustainable social dilemma in 
equilibrium. Doing so entails risks that can be somewhat mitigated 
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by understanding and managing the distinctions between in-groups 
and out-groups. 

One of the most effective ways to use recategorization is to in- 
crease the salience of the in-group by creating a contrast with an out- 
group. Group members making decisions in social dilemmas are twice 
as likely to cooperate with other in-group members when there is an 
out-group to compete against than when there is no out-group.” This 
is the very familiar situation that causes the formation of alliances 
among nations with seemingly disparate interests against other na- 
tions or alliances. Strategists frequently use out-groups to increase co- 
operation among in-group members. 

There are also culture-related risks in trying to increase social 
identity. First, culture may differently affect the boundaries parties 
draw between in-groups and out-groups.” Second, members of col- 
lectivist cultures tend to make sharper distinctions between in- 
groups and out-groups than do members of individualist cultures.* 
Third, members of collectivist cultures tend to cooperate more with 
members of their in-groups and compete more strenuously with 
members of out-groups than do members of individualist cultures.” 

Here is some advice for avoiding risks when making social iden- 
tity salient: 


e Identify potential in-groups and out-groups. Be sure to build in 
sufficient buffers between them (such as the geographical buffers 
between Balinese Subaks) so as to minimize out-group competi- 
tion when you increase in-group salience and cooperation. 


e If you cannot build in buffers, consider contact or recategoriza- 
tion to enlarge the size of the in-group. 


Negotiating Individual and 
Collective Interests in Social Dilemmas 


The first step in becoming more effective in negotiating cooperation 
in social dilemmas is to recognize that all dilemmas are a balance 
between self-interests and collective interests. The requirement to 
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balance those interests will not disappear no matter how effectively 
the dilemma is managed. The challenge is to negotiate solutions 
that keep self-interests and collective interests in balance. Regula- 
tion may be the obvious approach, but there are more subtle and 
more psychological approaches, using norms and interests, that may 
limit the need for regulation and work effectively when regulation 
and enforcement are not practical. If regulation is necessary, then 
experience with caps, goals, and tradable permits suggests that ne- 
gotiating a combination of government regulation and free markets 
is an effective way to manage social dilemmas, even across national 
boundaries. 

In this chapter we have begun to see the role of governments 
in negotiating global solutions to social dilemmas. In the next chap- 
ter we delve into the role of government in negotiating foreign 
investment. 


Chapter Nine 


Government At 


and Around the Table 


Companies operating in the global marketplace encounter some 
nasty surprises. Rock and roll musicians rally around Mike Matthews 
because someone is trying to steal his Russian factory that makes 
vacuum tubes for guitar amplifiers. Wal-Mart, citing losses, pulls out 
of Korea and Germany. The Chinese company Lenovo successfully 
buys IBM’s personal computer business, but the Chinese National 
Offshore Oil Company is stymied when trying to acquire Unocal. 
China Mobile passes at the last minute on acquiring Millicom In- 
ternational Cellular, causing the latter’s stock to plunge 25 percent. 
The French prime minister creates a policy of “economic patrio- 
tism” to help French dairy giant Danone fend off a bid by Pepsi. 
Half of the $1.05 billion Mobil (now ExxonMobil) paid for 25 per- 
cent of the Tengiz oil field in the Caspian Sea never makes it into 
Kazakhstan government accounts.! 

Foreign direct investment (FDI) is a major engine of globaliza- 
tion, but not all such investments are successful. One of the reasons 
is that companies fail to understand how to take foreign govern- 
ments into account in order to make their investments succeed. 

Even if government is not actually at the table in negotiations that 
cross national boundaries, it is close by. Government provides the po- 
litical and legal context for negotiations. In domestic negotiations, this 
context is essentially neutral and fixed, affecting both parties similarly 
unless a dispute arises over the application of a law. When negotia- 
tions cross national boundaries, they enter a context of political and 
legal pluralism. This makes cross-national negotiations much more 
complex than same-culture negotiations. Governments scrutinize 
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and interfere with foreign investments in order to align their inter- 
ests with those of their foreign investors. 

In this chapter we analyze the interests of governments, foreign 
investors, and publics in global negotiations. We look at challenges 
associated with foreign investment related to governments’ insta- 
bility, bureaucracy, and corruption. We also touch on the problems 
of ensuring the safety of employees overseas and avoiding complic- 
ity in violations of human rights. 


Government Interests in Foreign Investment 


Governments’ primary interest in negotiations regarding FDI is to 
stay in power. Any investment that jeopardizes a government’s po- 
litical longevity is likely to be turned away. Secondary to, but asso- 
ciated with, governments’ interests in staying in power are concerns 
about economic development and control over it; about security; 
and sometimes about personal enrichment of government officials 
and private operatives. 


Governments Want to Stay in Power 


Having the government at the table raises a number of special is- 
sues for the cross-cultural negotiator. Governments’ principal goals 
may not be related to cost, since many of the costs of infrastructure 
development are borne by international agencies such as the Inter- 
national Monetary Fund (IMF) or the World Bank. Although loans 
either must be paid back or forgiven, politicians and bureaucrats 
(not unlike others with incentives to focus on short-term gains) are 
frequently willing to sacrifice the future for immediate gains. Nor 
are governments’ principal goals the investor’s profitability. Some 
governments are satisfied if foreign investors just break even after 
taxes (although governments do realize that the prospect of break- 
ing even would not likely lure foreign investment in the first place). 
Governments’ interests surely will be political, economic, and so- 
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cial, and probably in that order. In general, officials in power prefer 
to remain in power. It is not unreasonable to assume that political 
survival is a major underlying interest. 

A striking example of governments’ concern with political lon- 
gevity is the deal struck between Libya and the United States that 
culminated in the announcement of full diplomatic ties between the 
two countries in May 2006. Libya, ruled by Moammar Gadafi since 
1969, directly implicated in the destruction of at least two civilian 
airplanes, and listed by Freedom House in 2006 as one of the five 
worst countries in the world in terms of free flow of information, 
gave up its fledgling nuclear program in 2003 in return for tacit as- 
surances that the U.S. government would not seek to oust Gadafi 
from power, as the United States had done to Saddam Hussein.’ 

The positive economic repercussions for Libya have been sig- 
nificant in the hydrocarbon sector, though not necessarily in other 
sectors. The U.S. economic embargo had kept new technology and 
equipment out of Libya and driven down production in this coun- 
try that possesses the world’s eighth largest oil reserves. Since 2004, 
when the United States lifted the embargo, at least six U.S. oil 
companies have resumed drilling and exploration that was sus- 
pended in 1986. However, Libya is still a state-run economy. Al- 
though the government has partially liberalized rules on FDI in 
some sectors, according to The Economist Libya’s “bumbling, grasp- 
ing, erratic bureaucracy discourages investors.”? 


Governments Want Economic Development 


All governments are interested in economic development, though 
not equally interested in FDI. Countries high on the World Eco- 
nomic Forum’s list of competitiveness (such as Singapore, the 
United States, and the United Kingdom) view private investment 
as a social good. Economic incentives associated with private own- 
ership generate efficiencies, profits to be reinvested, and economic 
growth that in turn generates jobs and increases the standard of 
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living. Government negotiators from other nations may not look so 
favorably on foreign investment, especially when that investment 
is private and threatens to challenge valued ways of life. 


How Governments Signal Interest in Development Through For- 
eign Direct Investment. Governments interested in economic 
development via FDI are willing to engage in some surprising ac- 
tivities to signal that they will be a good partner. One way to sig- 
nal is by resolving disputes with former investment partners. Two 
very interesting recent examples illustrate how far governments 
will go in this regard. 

The first example concerns the Turkish government’s dealings 
with Motorola and Nokia. The two companies had engaged in 
what is called vendor financing with a Turkish cellular phone oper- 
ator, Telsim. Essentially, Motorola and Nokia lent Telsim money to 
buy telecommunications equipment (from them) with the loan to 
be paid back out of future earnings. In July 2001, Motorola an- 
nounced that Telsim had defaulted. Motorola and Nokia won legal 
rulings against Telsim in 2004, but were unable to collect. Telsim’s 
offshore assets were not sufficient to cover the money owed, and 
several members of the Uzan family, owners of Telsim, had gone un- 
derground. Motorola and Nokia were rescued by the Turkish Sav- 
ings and Deposit Insurance Fund (TMSF), which conducted a sale 
of Telsim’s assets, earmarking 20 percent to Motorola and 7.5 per- 
cent to Nokia, which had made a smaller investment. 

Why did the Turkish government essentially bail out Motorola 
and Nokia from poor investments in Telsim? Certainly one factor 
was Turkey’s pending bid to join the European Union. And follow- 
ing the agreement, Motorola made this public statement: “The 
Turkish government’s cooperation and diligent efforts to find a so- 
lution to allow Motorola to collect on its debt while preserving the 
business operations of Telsim, instills confidence in Turkey’s strong 
economic and investment climate.”* (See “Nokia and Motorola 


Versus Telsim” on the CD-ROM.) 
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The second example of signaling is the negotiations in 2004— 
2005 leading to the scheduled reopening of the Dabhol power 
plant. In the early 1990s, Enron set up a wholly owned subsidiary 
called Dabhol Power Company (DPC) in the state of Maharashtra, 
India. In 1999, DPC began generating power but charged such ex- 
orbitant rates for it that the government of Maharashtra terminated 
its contract to buy the power, and the plant was shut down in May 
2001. In 2004, GE and Bechtel (the two surviving parties with a 
major interest in Dabhol Power Plant; Enron no longer existed as a 
company at this time) wanted to liquidate their investments or start 
the plant selling power again, so they filed a Rs 260 billion claim in 
arbitration. The government of the national state of Maharashtra, 
the government of India and the main Indian financial institutions 
that were lenders to this project came to the negotiating table. A 
year later a deal was struck: GE received $145 million and would 
stay on as consultant to the project; and Bechtel received $160 mil- 
lion.’ (See “The Checkered Negotiation History of the Dabhol 
Power Project” on the CD-ROM.) 

Why did these Indian governments and financial institutions 
facilitate this settlement? Their reasons were social, economic, 
and political. By May of 2005 the government of Maharashtra 
faced severe criticism for not producing sufficient electrical power. 
Some of its industrial cities were experiencing power cuts up to 
eight hours a day. These power outages led to riots. Social unrest 
and unreliable infrastructure do not endear a government to its 
electorate. They also discourage foreign investment by other po- 
tential foreign investors. In this instance the local and national 
governments’ interests converged. The dispute was settled and the 
plant reopened. 


Governments Want Control Over Development. Governments 
want FDI, but at the same time they also want to maintain control 
of economic development so that locals gain needed technology and 
management skills, labor displacement and social unrest are mini- 
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mized, and profits are reinvested. Recall the example in Chapter 
Two of Lafarge investing in cement companies in Yunnan Province 
in China. The Chinese government wanted technology and man- 
agement skills from Lafarge, but it also wanted to maintain Chinese 
control over this important segment of the booming construction 
sector and avoid labor and social displacement. 

It is not just governments in the developing world that get in- 
volved in controlling foreign direct investment. Concerns about 
takeovers are rampant throughout the developed world. As noted 
earlier, French Prime Minister Dominique Villepin created a policy 
of “economic patriotism” in response to Pepsi’s bid to take over 
French-owned Danone.’ In contrast, the Russian minister of energy 
and industry accused European governments of “double standards” 
for pressuring Russia to be more open to foreign investment but 
then encouraging the European steel company, Arcelor, to accept 
Mittal Steel’s bid and turn down the bid from the Russian company, 
Severstal. The Russians claimed “Russophobia,” a bias against Russ- 
ian businesses and businessmen.’ 


Governments Want Security 


Governments get involved in deals because of security concerns. Any 
business deal involving a U.S. company and national security issues 
must be approved by the Congressional Committee on Foreign In- 
vestments in the United States (CFIUS). That committee has been 
busy recently. For example, when Chinese Lenovo bought IBM’s PC 
business, key concerns of the committee were that U.S. government 
contracts not be filled by the Chinese government and the Chinese 
government not have access to IBM technology used by the U.S. 
government. The structure of the deal (especially IBM’s retention of 
sensitive technology) assuaged the committee’s concerns. 

However, no assurances were acceptable to the U.S. govern- 
ment engaged in a war on terrorism when DP World (owned by the 
United Emirates) bought British shipper P & O, as long as the deal 
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would put DP World in control of operations at six U.S. ports then 
controlled by P & O. To assuage U.S. government interests DP 
World agreed to divest the U.S. ports.’ The DP World negotiations 
with the CFIUS congressional committee are particularly worth 
noting because the U.S. interests lead back to political viability. Re- 
gardless of the economics of the deal (which President George Bush 
favored), the politics were a disaster to Congressional representa- 
tives facing a mid-term election. 


Governments Are Concerned About Personal Enrichment 


Personal enrichment is another major concern of some government 
(and private) officials. In the fall of 1995, Mobil (now ExxonMo- 
bil) wanted a stake in the Tengiz oil field in the area of the Caspian 
Sea that is controlled by Kazakhstan. At a meeting in Nassau be- 
tween Mobil officials and Kazakh president Nazarbayev (at this 
writing Nazarbayev is still president), the Kazakhs’ alleged demands 
for entry included a new Gulfstream jet for the president, funds for 
a tennis court at his home, and four trucks with satellite dishes to 
be used by his daughter’s TV network. It is pretty clear Mobil was 
asked; it is less clear what if anything Mobil provided. In May 1996 
Mobil concluded its negotiations for the Tengiz oil field, paying 
over a billion U.S. dollars for a 25 percent stake. The cases regard- 
ing personal enrichment that are still winding their way through 
the U.S. court system are not aimed at Mobil.’ The personal en- 
richment at issue is payments that went to James Giffen, the mid- 
dleman who put this deal together. Mobil allegedly paid Giffen $51 
million, and the Kazakhs allegedly paid him $78 million. Being paid 
by both sides is a potential violation of Federal Corrupt Practices 
Act. At this writing Giffen’s trial has once again been postponed 
due to an investigation of claims made by Giffen’s defense that he 
was a superspy for the U.S. government." 

Handling issues of corruption and bribery isn’t trivial. We ad- 
dress them near the end of the chapter. 
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Identifying Governments’ Vulnerabilities and Interests 


In all negotiations, parties’ interests make them vulnerable, and gov- 
ernments are no exception. Just as governments’ interests are not 
necessarily the same as those of a private company, neither are 
governments’ vulnerabilities. Private companies are vulnerable to 
the opinions of financial markets that normally value growth and 
change. Governments are vulnerable to the opinions of their polit- 
ical supporters: religious organizations, labor unions, and the mili- 
tary—all groups that frequently prefer the status quo and strenuously 
resist change. 

When negotiating across national boundaries it is critical to un- 
derstand the interests of the local and national governments con- 
cerning your plans. There are many Web-based resources, but you 
need to know what you are looking for. Here is some advice about 
what to look at: 


¢ Economic policy statements. What is the government saying do- 
mestically? What is the government saying in world forums? 


¢ Economic development plans. How controlled is the economy? 
How can you frame your investment as a contribution to the 
country’s economic development plan? 


¢ Economic legislation. What laws have been passed to encour- 
age FDI? Are those laws enforced? 


© Recent history of foreign investment. Who has and who has not 
been investing? How have they been treated? 


e The press. A free press is powerful in generating economic 
transparency. Is there a free press in the country? What is it 
saying as opposed to the press that is the mouthpiece for the 
government? Are there Internet blogs that discuss the current 
economic, political, and social conditions? 

© Other sources. What are information sources such as the 
World Heritage Foundation saying about the political, eco- 
nomic, and social conditions of the country? 
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Foreign Investor Interests, Risks, and Hedges 


Foreign investors of course want to make money on their invest- 
ments, but to do so they have to be willing to take some risks. In this 
section we discuss investors’ interests and the risks of political insta- 
bility, economic instability, and legal interests and risks. We also dis- 
cuss how negotiation skills can be used to hedge some of the risks. 


Political Instability 


Where there is economic opportunity there is also risk. One major 
risk is political instability in the nation where an FDI is made. This is 
the key question underlying the major offshore investment choice 
today between China and India. Which should a foreign investor 
choose? Both countries have plenty of low-wage workers, highly ed- 
ucated engineers, and English speakers. Both have had about the 
same degree of experience with market economics. India opened its 
markets in 1991 after fifty years of socialism. China’s move to a mar- 
ket economy started earlier with leader Deng Xiaoping’s introduction 
of the socialist market economy in the late 1970s, but developed 
more slowly. On infrastructure China seems to be ahead inasmuch 
as multinational corporations in China buy electricity and water, 
whereas in India they supply their own! But what of political sta- 
bility? India has been a democracy since 1947; China, as Thomas 
Friedman puts it, “has had a good run for the past twenty-five years, 
and may make the transition from communism to a more pluralis- 
tic system without the wheels coming off. But it may not.” 

Most political change is less drastic than “wheels coming off,” 
but there are investment risks associated even with peaceful local 
political change. A widely studied example involved Enron in India 
(the ultimate settlement that we discussed earlier in this chapter). 
In February 1995, Enron reached an agreement with the Congress 
Party to build a power plant at Dabhol in the Indian state of Maha- 
rashtra. One month later, the party lost its majority in the state’s 
government to a coalition of two other parties, Shiv Sena and BJP. 
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The new state government set up a committee to investigate the 
agreement with Enron, and six months later, even though con- 
struction had begun, the state minister canceled the project.” 
Investors currently are wary of Russia, because it is not clear 
what the government’s role is in business or in protecting business. 
In the mid-1990s, during the early days of transition from the 
planned Soviet economy to a market economy, government au- 
thority collapsed and teams of armed thugs carried out takeovers. 
More recently, government agencies such as the tax police and 
special force units have enforced and facilitated the transfer of 
property. For example, the huge new Russian oil company Rosneft 
was formed largely with a transfer of assets to pay back taxes of the 
now bankrupt Yukos, an oil company formerly headed by Russian 
oligarch Mikhail Khodorkovsky, who is now serving a Siberian 
prison term for failure to pay personal taxes. The transfer of assets 
in Russia is still going on at this writing but has become a bit more 
white collar, with the mysterious “loss” of paper indicating titles 
and ownership. An Interior Ministry official investigating the 
theft of more than 346 enterprises commented that “the process 
is ever more frequently accompanied by gross violations of the 
law.” 
All this suggests that global negotiators need to hedge their 
deals as much as possible against risks of political instability. They 
also need to be willing to renegotiate. 


Hedging Against Political Risks. Financing revolution is proba- 
bly not the intent of most foreign direct investment, yet foreign in- 
vestors do get caught up in such political affairs. Since the twelfth 
century B.c., when Phoenician trade routes spanned the Middle- 
East, Asia, Africa, and Europe, commerce has mixed with politics. 
For centuries merchants have consorted with kings and would-be 
kings to change the political situation and further their economic 
interests. They still do. Guus van Kouwenhoven, a Dutch business- 
man and lumber trader, got mixed up with Charles Taylor, the for- 
mer president of Liberia, during the period of revolution in that 
country, 2001 to 2003. Mr. van Kouwenhoven was found guilty in 
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a Dutch court of violating the United Nations arms embargo by 
smuggling weapons into Liberia. According to the NGO Global 
Witness, “the barbaric regime of Charles Taylor was financed and 
maintained by the revenues generated from the timber trade in 
which Guus Kouwenhoven was the biggest player.”" 

Here is some advice for hedging political risks: 


¢ Diversify foreign investments, if economics of scale and scope 
allow. 


¢ Cultivate well-connected friends located at local and na- 
tional levels. In India making well-connected friends means 
being open to relationships with politicians of multiple parties 
at local and national levels. In China it means having friends 
who have friends who can navigate the intricacies of the 
Chinese bureaucracy. 


e Try to frame the investment in terms of the general interest of 
the citizens. Political parties find it easier to embrace arrange- 
ments with foreign investors that contribute to the general 
interest than arrangements that cater to the interests of a spe- 
cial group. But be careful of making the assumption that you 
know the local interests. For example, foreign investment usu- 
ally means new jobs and so should be particularly appealing to 
regions where unemployment is high. The problem with this 
thinking is that many in high unemployment areas who have 
any work experience at all want jobs like their old jobs because 
they feel competent and capable in handling them or lack the 
skills and confidence for the new jobs. This was certainly Dis- 
ney’s experience during its rocky start in Marne La Valée out- 
side of Paris.'° 


e Maintain those political relationships after negotiations con- 
clude. You likely will need them again. 


¢ Be willing to just say no or take other measures to avoid get- 
ting entangled in someone else’s revolution. There is more 
about this later in the chapter, in the discussion about cor- 
ruption and bribery. 
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Economic Instability 


Economic conditions that made a global deal favorable can change. 
Changes can bring two closely related types of economic risk. The 
first has to do with the economic stability of the country in which 
the negotiated deal is to be enacted. The second has to do with the 
stability of its currency. When a country becomes economically un- 
stable, its currency may collapse, leading to rampant inflation. How- 
ever, even without economic instability, currency may lose value. 

Economic stability means controlled growth, controlled infla- 
tion, and controlled unemployment. The Chinese government was 
juggling all three of these issues, and as we saw in the Lafarge ex- 
ample in Chapter Two, has tried to balance interests in foreign in- 
vestment with other concerns like local employment, and transfer 
of technology and managerial expertise. Turkey, according to a se- 
ries of summer 2006 articles in the Turkish Daily News, experienced 
a series of “sharp economic curves.” Some of these curves were 
thrown by standard economic indicators: growth with accompany- 
ing inflation that reached 20 percent in June 2006. But at the same 
time Turkey was also experiencing pressures from both external 
sources (mainly the European Union, which Turkey wanted to join, 
and the IMF) and internal sources, such as the military, which is 
highly influential in Turkish politics.'° 


Hedging Against Economic Risks. Hedging against the economic 
instability of a country requires having investments in other less 
risky markets. 

How to hedge against currency fluctuations depends on whether 
the money is movable or immovable.'’ Movable money is currency 
that is easily converted (dollars, yen, euros). Immovable money is 
currency that is not easily converted. It’s the money of governments 
that “regulate the entry to, possession in, and exit from their terri- 


tories of both foreign and local currencies.”"* 


Hedging Against Moveable Money. Hedging against movable money 
currency fluctuations can be managed in the futures market, which 
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essentially shifts the risk to a third party.'? Hedging can also be part 
of the negotiated deal, and that’s our focus here. 

One negotiated hedging technique for currency fluctuations is 
to limit the term of a contract; another is to include a renegotiation 
clause that specifies the conditions under which the contract will 
be reopened. Either method prevents parties from being locked into 
prices that make no sense for either one party or the other, given 
changes in currency valuation. What can happen without such pro- 
visions? Consider the fate of a Thai company producing athletic 
shoes for a U.S. company. The agreement, negotiated in 1996, pro- 
vided that the Thai company be paid entirely in baht at a rate that 
at the time provided it with profits over its costs, both of which 
were paid in baht. This was a reasonable deal for both companies 
when it was negotiated. However, when the baht lost its value in 
the summer of 1997, the U.S. company began making extraordi- 
nary excess profits. It was able to buy many more baht for the same 
amount of dollars. This made the shoes cost the U.S. company less, 
but it was still selling the shoes for the same price in dollars as be- 
fore the baht decreased in value. Because of inflation that accom- 
panied the drop in the baht, the Thai company was no longer 
making money on the shoe contract. 

Why would negotiators, especially ones from countries whose 
currencies are stable, enter into a contract that essentially rules out 
excess profits due to currency fluctuations? The question itself is 
cultural, for negotiators from hierarchical cultures might not even 
consider it a question. It is the negotiator from the egalitarian- 
individualist culture (such as the United States), in which all par- 
ties look out for their own interests, who may find it difficult to 
contemplate a renegotiation clause. Recall the example in Chap- 
ter Two of negotiations between the U.S. companies Rubbermaid 
(now Newell-Rubbermaid) and Wal-Mart. Rubbermaid was the 
leading brand-name maker of common kitchenware and house- 
hold items such as laundry baskets. But when the price for the resin 
component in its products more than tripled because of oil price 
fluctuations, Wal-Mart (Rubbermaid’s biggest customer) balked at 
renegotiating the contract. When Rubbermaid insisted on raising 
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its wholesale price to Wal-Mart, Wal-Mart relegated the manufac- 
turer’s items to undesirable shelf space and used its market power to 
promote a Rubbermaid rival.” 

The negotiator from the hierarchical-collectivist culture is more 
likely to presume that risk must be shared and accept that unfore- 
seen circumstances are legitimate reasons for reopening negotia- 
tions. When cultures value relationships, negotiators are more 
likely to think that windfall profits due to currency fluctuations are 
to be made in the currency markets, not at the cost of the viability 
of your business partner. 


Hedging Against Immoveable Money. When money is immovable, it 
is more difficult to repatriate profits in a hard currency. After all, the 
reason the country has instituted currency controls is to reduce cur- 
rency flight. In this situation, it is essential to negotiate a priori 
arrangements for payment. Creativity and expert advice are key. 
Many options have been used more or less successfully. Negotiating 
a foreign currency allotment from the country’s central bank is one 
approach. Beware, however: central bank regulations can change 
abruptly, and new regulations can be applied retroactively. Struc- 
turing the transaction so that profits are withdrawn in ways other 
than cash is acceptable in some countries that restrict currencies. 
Two examples are royalties on technology and inflated prices for 
raw materials. 

And there is always countertrade. Countertrade is a transaction 
that links imports and exports in addition to or in lieu of financial 
settlements. The timber-for-arms deal between van Kouwenhoven 
and Charles Taylor is an example of countertrade (albeit an illegal 
one according to United Nations sanctions). Countertrade occurs 
because of the need for imports and the difficulty in gaining access 
to hard currency to pay for them due to non-convertible currency, 
a lack of commercial credit, a shortage of foreign exchange, or, in 
the case of Liberia, international sanctions. It may be an excellent 
way for a developing country’s raw materials to gain entry into new 
markets. Van Kouwenhoven, for example, sold Liberian hardwoods 
to European and Asian buyers.”! 
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Be especially careful to find out prior to negotiating a price 
whether countertrade will be required, because the transaction costs 
of countertrade will change the cost structure of the deal. There are 
various forms of countertrade with different transaction cost struc- 
tures. Pepsi for vodka, the countertrade arrangement with the Soviet 
Union, is an example of pure barter. Other countertrade examples 
are more indirect—for example, in exchange for supplying shoe 
manufacturing equipment to a Thai company, taking payment in 
shoes manufactured by that company, or agreeing to pay hard cur- 
rency for products produced in the host country, or reinvesting prof- 
its in other host-country companies. Countertrade makes deals 
possible when otherwise there would be none. However, it is not 
without risks. In a well-known example the Soviets offered Pepsi 
vodka, Lada cars, or caviar. Pepsi wisely stuck close to its own busi- 
ness by limiting its countertrade to vodka. (Later Pepsi took pay- 
ment in ships from Russia’s mothballed navy, which Pepsi sold for 
their scrap steel.) Coke got second choice and took the much less 
attractive Lada deal, underestimating the cost of transporting these 
automobiles to the U.S. market and, even worse, U.S. consumers’ 
aversion to buying them.” 


Legal Interests and Risks 


There is always a risk that the goodwill and good intentions gener- 
ated at a negotiation table will fade when parties turn to imple- 
mentation. After cross-cultural negotiations, so much can still go 
wrong: the central bank refuses to authorize the repatriation of prof- 
its in hard currency, the goods you were to receive in countertrade 
are not supplied, building permits are delayed, your technicians’ 
visas are revoked. 

Legal pluralism makes things harder. Because cross-cultural 
deals are captives of two or more tax systems, two or more legal sys- 
tems, and two or more court systems, it’s especially important to 
plan for dispute resolution while you are making the deal. 

If you are reluctant to raise issues of potential implementation 
problems before a deal is finalized, fearing that doing so will taint 
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the trust developed during negotiation, keep in mind that a sover- 
eign state has the power to take property, cancel contracts, and halt 
business activity.” Any of those actions will cost you money. If you 
are not willing to cut your losses and leave, if you want to be com- 
pensated, who will make the decision? Without a dispute resolution 
clause that specifies judicial jurisdiction, the most you can hope for 
is hometown justice—decisions by local courts that may elevate na- 
tional interests above those of foreign investors. 


Hedging Against Legal Risks. Contracts that cross national bound- 
aries should have explicit dispute resolution clauses. Among other 
things, these clauses should specify the jurisdiction to which the 
contract terms are subject. English common law dominates inter- 
national business,” but any legal system that has a well-specified 
commercial code will do. The clause should state that in the event 
of a dispute, the parties should endeavor to negotiate a resolution. 
That dispute resolution clause also should provide for neutral third- 
party assistance, in the form of mediation and arbitration that is out- 
side the influence of either of the disputing parties. In mediation, as 
described in Chapter Six, the third party tries to facilitate an agree- 
ment but does not have the authority to impose a settlement. When 
parties hope to continue their relationship, mediation is the pre- 
ferred third-party procedure, as a mediator may be able to help the 
parties negotiate a settlement that preserves the relationship. When 
the relationship has ended and the claim is for damages, arbitration 
may be preferable because it is binding. Recall that this is the route 
Motorola and Nokia took after the Turkish telecommunications 
company, Telsim, reneged on loan payments. However, although 
these companies prevailed at arbitration, they could not collect until 
the Turkish government took matters into hand. 


Challenges When Negotiating Globally 


Bureaucracy and corruption are often sources of challenge. 
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Bureaucracy 


In many countries the politicians come and go but the bureaucracy 
remains. It is the bureaucracy that implements political initiatives, 
and it is the bureaucracy with which foreign investors will have to 
negotiate for all permits, tax rates, and infrastructure access to 
power, water, sewage disposal, and other essentials. 

There are three pitfalls in dealing with bureaucracy when ne- 
gotiating globally: failure to understand the bureaucracy’s interests, 
failure to understand its power, and failure to understand the fact 
that bureaucracy is not monolithic. 


Understanding Bureaucracy’s Interests. It is usually valid to as- 
sume that bureaucrats will resist change that might threaten their 
lifestyle. It is also usually valid to assume that there are competing 
factions within bureaucracies, either between ministries or between 
national and local agencies. Thus when negotiating globally, it is 
wise to learn about the bureaucracy at all levels of the government. 
What you are seeking is information that will help you discover bu- 
reaucratic interests relevant to negotiating the deal and imple- 
menting it. Find out about the country’s bureaucratic structure. 


e Are policy decisions made or only implemented by the 
bureaucracy? 


What decisions are implemented at what level of the 
bureaucracy? 


How do bureaucrats get their jobs? Are they elected, ap- 
pointed, hired on merit? How well and regularly are they 
paid relative to private sector employees in the country? 


What are the relationships between various agencies and 
between national and local levels? 


Is there a climate of corruption and extortion? 


Understanding Bureaucracy’s Power. Bureaucracies are usually 
entrenched. Their BATNA is usually to keep operating as they 
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have always done, outlasting the pressures of elected parties and for- 
eign investors. To get a bureaucracy to change requires helping the 
bureaucracy understand that change will occur regardless of the bu- 
reaucracy’s interests. Then smart bureaucrats, realizing they cannot 
stop change, will likely participate in order to protect their inter- 
ests, and smart foreign investors will let them do just that. 

The best way to evaluate the power of a bureaucracy is to con- 
sider its BATNA, which may be simply to refuse approvals, permits, 
or licenses that are required for foreign investment, or make the 
wait for them interminable. In Chapter Five we discussed the power 
tactic of threatening the interests of parties that are reluctant to 
come to the table. This same general principle applies to getting re- 
luctant bureaucracies to the table: threaten their interests. But this 
can be a big challenge because a bureaucracy’s major interest is to 
remain in power. Even if the nation’s political leadership changes, 
the bureaucrats are likely to remain. The first step in appealing to a 
bureaucracy’s interests may be to help bureaucracies acquire new in- 
terests that you might be able to further. I am not advocating 
bribery! I am advocating creativity! Try to find a way to frame what 
you want from the bureaucracy in terms of giving it more power. 


An Example of Bureaucratic Behavior in Global Negotiation. 
The 2004 acquisition of Shenzhen Development Bank by New- 
bridge was a case of deal making turned into dispute resolution and 
back into deal making. In the process, government bureaucracies 
played a complex role. (See “Newbridge and Chinese Negotiations 
Over Shenzhen Development Bank” on the CD-ROM.) 
Newbridge is an American investment firm affiliate of Texas Pa- 
cific Group, one of the largest U.S. private-equity firms. Shenzhen 
Development Bank (SDB) at the time was the smallest of China’s 
publicly listed banks, with $25 billion in assets, a nonperforming 
loan ratio of 10 percent, and 72 percent of its shares publicly traded. 
A small group of shareholders, including the Shenzhen city gov- 
ernment, held 17.89 percent of the shares. Newbridge’s acquisition 
of these shares would have given it voting control (because other 
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shares were widely dispersed) without majority ownership, which 
was limited by government regulation to 15 percent for any single 
foreign investor when the negotiation began and, it is important to 
note, raised to 20 percent by the time it ended. 

Foreign investment in the Chinese banking industry is highly 
regulated by several Chinese government agencies. Every proposal 
for foreign investment in an existing Chinese bank must be sub- 
mitted to the China Banking Regulatory Commission (CBRC). 
Because shares in SDB were traded publicly, Newbridge had to file 
a disclosure form to the China Securities Regulatory Commission 
(CSRC). And because this acquisition was to effectively transform 
SDB into a foreign-invested enterprise, the approval of the Chinese 
Ministry of Commerce was also needed. 

Cooperative initial negotiations between Newbridge and SDB 
shareholders (not current management) yielded a framework agree- 
ment that established a transition committee to run the bank for 
ninety days while negotiations continued. Negotiations broke down 
when the transition committee found out that the bank’s nonper- 
forming loan portfolio was significantly greater than 10 percent, and 
Newbridge reduced the price of the offer. A series of lawsuits were 
filed, and the CSRC (the securities commission), encouraged by in- 
cumbent bank management, challenged the legality of the frame- 
work committee. Newbridge countered by providing a statement to 
the international financial press indicating that it expected the 
Shenzhen city government (the lead Chinese shareholder) to honor 
its obligations under the framework agreement. This statement gen- 
erated a response from CBRC (the banking commission), which 
announced that it had raised the ceiling for any single foreign in- 
vestment in a Chinese bank from 15 percent to 20 percent. The 
timing of this announcement sent a strong signal to the SDB share- 
holders that the government wanted the deal done. 

This example illustrates four points about the bureaucratic con- 
text in which deal making and dispute resolution negotiations occur. 
The first point is that multiple agencies can be involved with dif- 
ferent and nonaligned interests. The banking commission’s interests 
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involved complying with the privatization of the financial services 
industry required by the Chinese government’s commitments when 
it joined the World Trade Organization. It therefore was sensitive 
to China’s image in the international financial press. By contrast, 
the securities commission’s interests involved protecting share- 
holders by helping them claim the highest possible price for their 
shares. It was sensitive to shareholders’ concerns. The lead share- 
holder, the Shenzhen city government, was also concerned with the 
employment implications of the deal for current management as 
well as the bank’s four thousand employees. 

The second point is that some bureaucracies are more powerful 
than others. The CBRC apparently was more powerful than the 
CSRC or the Shenzhen city government. The third point is that 
when bureaucracies’ interests are engaged (CBRC’s interests in 
compliance with WTO obligations), they will act. The fourth point 
is that, in a hierarchical and high-context-communication culture 
such as China, bureaucracies understand their power positions and 
signals. 


Corruption 


Corruption is behavior that departs from what is legally, ethically, 
or morally correct. Thus to understand what is a corrupt practice 
you must first understand the laws and ethical and moral norms not 
only in your own nation but also in the nation in which you will be 
negotiating. 


Illegal Acts. The U.S. Foreign Corrupt Practices Act makes it un- 
lawful for any American to bribe a foreign official either directly or 
through an agent for the purposes of obtaining or retaining busi- 
ness.”° The U.S. Department of Justice’s Website provides an easy- 
to-read explanation of the act. It clarifies the definition of “any 
American” as an individual or a representative of a firm, including 
such a person authorizing or assisting a third party. It defines intent 
and points out that the act need not be consummated; an offer or a 
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promise is sufficient to violate the act. It defines a foreign official as 
any public official and points out that the role of the foreign official 
is less important than the intent of the payment. The business pur- 
pose test is whether the act was intended to obtain or retain business. 

U.S. companies routinely brief their negotiators not to pay bribes, 
give in to extortion, or accept personal gifts. Yet violations of the act 
do occur.”’ For example, in 2003 Halliburton, one of the world’s 
largest oil services companies, disclosed to the Securities and Ex- 
change Commission that it had dismissed several employees from its 
KBR subsidiary for their involvement in $2.4 million in improper 
payments to Nigerian officials to obtain favorable tax treatment. 
Halliburton paid the fine. It also stated that none of its senior offi- 
cers had been involved, though a year later it severed ties with the 
chairman of KBR. Evidence indicated that he had enriched himself 
by as much as $5 million from an alleged bid-rigging scheme associ- 
ated with a Nigerian oil project, which, while not a violation of the 
FCPA, may have been in violation of antitrust laws.’ 

The United States is not alone in regulating corrupt practices 
in global business. The 29 member countries of the Organization for 
Economic Cooperation and Development (OECD) have signed 
the OECD’s Convention on Combating Bribery of Foreign Public 
Officials in International Business Transactions. The convention 
targets the offering side of the bribery transaction in an effort to 
eliminate the supply of bribes to foreign officials. Signatories take 
the responsibility for the activities of companies registered in their 
states by passing, implementing, and sanctioning tough legislation 
against bribery and corruption. OECD has recommendations 
against the tax deductibility of bribes, for combating corruption in 
aid-funded procurement, and for ending money laundering. Exhibit 
9.1 lists the nations that have signed the convention. The World 
Bank, with 181 member countries, also has adopted guidelines stat- 
ing that if a company is found to have engaged in corrupt or fraud- 
ulent practices in competing for or in executing a bank-financed 
contract, the company becomes ineligible to bid on future bank- 
financed contracts.” 
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Exhibit 9.1. Signers of the OECD Convention on 
Combating Bribery of Foreign Public Officials 
in International Business Transactions. 


Australia Hungary Poland 

Austria Iceland Portugal 
Belgium Italy Slovak Republic 
Canada Japan Spain 

Czech Republic Korea Sweden 
Denmark Luxembourg Switzerland 
Finland Mexico Turkey 

France Netherlands United Kingdom 
Germany New Zealand United States 
Greece Norway 


Source: Organization for Economic Cooperation and Development, available at http:// 
www.oecd.org/document/21/0,2340,en_2649_34859_2017813_1_1_1_1,00.html. 


Reprinted by permission. 


Unethical or Immoral Acts. The definition of corruption does not 
stop with what is legally correct; corruption can also be failure to 
abide by what is ethically and morally correct. How do you know if 
a business activity is ethically or morally correct? There is guidance 
in corporate codes of business ethics, but ultimately you have to 
have your own internal code of ethics. 

Companies such as Halliburton have their own internal code of 
ethics. Exhibit 9.2 is an excerpt from Halliburton’s code that dis- 
tinguishes between illegal and facilitating payments. 

Facilitating payments deserve a little attention. Note in the lan- 
guage in Exhibit 9.2 that facilitating payments are public, entered 
into Halliburton’s books, not secret. This is the key distinction be- 
tween what is and what is not a violation of Halliburton’s code. 
However, the recipient of such a payment is unlikely to be willing to 
accept a check or another financial instrument that can be traced, 
and such people do not give receipts. 


Generating Your Own Ethical Standards. Negotiators who lack a 


legal or corporate standard on which to base ethical judgments must 
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Exhibit 9.2. An Excerpt from Halliburton’s 
Code of Business Ethics Regarding Sensitive Transactions. 


“Company policy prohibits its Directors, employees and agents from enter- 
ing into sensitive transactions. If such a transaction occurs, the Company 
and its officers, Directors and employees directly involved may be subject 
to fines, imprisonment and civil litigation. 


“The term sensitive transactions is commonly used to describe a broad range 
of business dealings generally considered to be either illegal, unethical, im- 
moral or to reflect adversely on the integrity of the Company. These trans- 
actions are usually in the nature of kickbacks, gifts of significant value, bribes 
or payoffs made to favorably influence some decision affecting a company’s 
business or for the personal gain of an individual. These transactions may 
result in violation of various laws, including the United States Foreign 
Corrupt Practices Act (the FCPA) and similar laws of other countries. 


“This policy does not prohibit properly made and recorded facilitating pay- 
ments. Sometimes the Company may be required to make facilitating or 
expediting payments to a low-level government official or employee in 
some countries other than the United States to expedite or secure the per- 
formance of routine governmental action by the government official or 
employee. Such facilitating payments may not be illegal under the FCPA 
and similar laws of other countries. Nevertheless, it may be difficult to 
distinguish a legal facilitating payment from an illegal bribe, kickback or 
payoff. Accordingly, facilitating payments must be strictly controlled and 
every effort must be made to eliminate or minimize such payments. Facili- 
tating payments, if required, will be made only in accordance with the ad- 
vance guidance of the Law Department. All facilitating payments must be 
recorded accurately as facilitating payments in the accounting records of 
the Company.” 


Source: cobc summary, Sensitive Transactions, available at http://www.halliburton. 
com/default.aspx ?pageid=943 &navid=. 


determine their own ethical course, balancing profits and ethics to 
make ethical choices in a given situation. As the Halliburton code 
of ethics reveals, there is much more to making ethical decisions in 
global negotiations than merely conforming to the standards of the 
Foreign Corrupt Practices Act or the OECD convention. 

To act unethically means to violate the legal, social, and or per- 
sonal norms of conduct in your own culture. To act ethically you 
need a personal standard that gives you guidance. 
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Here is some advice for having a personal standard: 


e Have a personal standard that focuses on your reputation. Would 
you want your act announced on the front page of your home- 
town newspaper? Would you want your proud parent or men- 
tor to know you did this? This “reputation” standard rules out 
“game” standards such as “Everyone knows the rules,” or “No 
one is being forced to play, so anything goes,” or “Don’t worry, 
there’s no future anyway.” The reputation standard recognizes 
that there is always a future and it is a small, global world. 
Your reputation will precede you. 


¢ In responding to another party’s unethical act, be imaginative and 
restrained. A high-context response using literature, meta- 
phors, and stories should help the other understand he or she 
has violated your ethical standards without so much loss of 
face that the relationship is irreparably damaged. 


e Have some ideals. Believe that an ethical basis for interaction 
is a fundamental structural imperative for a democratic society 
and a free economy. Act accordingly. 


© Know the limits of your standard. There are situations of sur- 
vival that can test anyone’s ethical standards. Thankfully, 
these do not occur very often in global negotiations. 


e Have someone you respect that you can talk to outside your industry. 
It is important that the respected someone be outside your in- 
dustry. Organizations and even industries may slip into a phase 
of unethical and illegal behavior in which “everyone is doing 
it, and nobody is being questioned about it.” Halliburton’s KBR 
subsidiary may have had that culture. Enron certainly did. In 
court testimony the prosecutor asked Andrew Fastow, “Were 
you a hero to Enron when you stole?” Fastow replied, “Within 
the culture of corruption that Enron had, that valued financial 
reporting rather than economic value, I believed I was being a 
hero.” 


What to Do When Confronted with Corruption. The decision 


whether to engage in or reject corrupt practices is ultimately a social 
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dilemma. If all parties engage in corrupt practices, trust will be low, 
transaction costs will be high, and integrative potential will go un- 
realized. If all parties refuse to engage in corrupt practices, trust will 
be high, transaction costs will be low, and integrative potential 
will be realized. 

The interesting case is when some parties reject corrupt prac- 
tices and others engage in them. Research and theory suggest that 
in large groups in which some parties are ethical and others uneth- 
ical, over time the ethical parties will choose to interact with each 
other, ultimately generating an environment for which unethical 
parties are unfit.”! 

Cooperation is ultimately a long-term utilitarian response. Util- 
itarianism judges the morality of an act by the consequences it pro- 
duces, and those consequences are evaluated either against a 
“greatest good” criterion or against a set of principles.” In the short 
term, being ethical costs. “Just say no,” the strategy suggested by a 
Mexican government official at a Latin American business confer- 
ence at my school when questioned about corruption, satisfies your 
own ethical standards. However, it does nothing to change the 
practice of corruption and may mean that you will lose the business 
opportunity. (Caving in to extortion, of course, reinforces the prac- 
tice and may cause it to escalate.) 

Negotiators willing to apply moral imagination can sometimes 
generate strategies that may actually stymie an unscrupulous oppo- 
nent. Corruption cannot sustain itself in the spotlight of publicity. 
Corruption thrives in environments in which information is con- 
trolled and withers in the light of public scrutiny. As part of its re- 
sponse to the Asian financial crisis in the late 1990s, the IMF pressed 
countries to publish more financial information, which is now avail- 
able on its Website (www.imf.org). In assessing the same financial 
crisis, The World Bank concluded that a freer, more aggressive, and 
more critical news media would help reduce governmental corrup- 
tion and crony capitalism (doing business with families of govern- 
mental officials). It began financing training for journalists from 
developing countries.® In Indonesia in 1999, the fact that the gov- 
ernment was unable or unwilling to prosecute corruption did not 
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stop the Indonesian Bank Restructuring Agency from resorting to 
a strategy of shaming. It began publishing the names of the coun- 
try’s one hundred worst debtors in local newspapers.* 

Choosing to expose corruption and holding people accountable 
for actions that have inflicted harm on others is a negotiation strat- 
egy itself. Confronted with corruption and being unwilling to ac- 
quiesce, the global negotiator must consider the costs and benefits 
of whistle-blowing. Exposing corruption takes moral courage. It is 
much easier to simply cut your losses and walk away from corrup- 
tion than to face it down. For these reasons, when confronting cor- 
ruption, a collective response is likely to be stronger and more 
effective than an individual response. Parties who would not con- 
front corruption on their own may be willing to engage in joint ac- 
tion. Joint action to confront corruption will be more powerful 
because it is difficult to ignore, and you will be more difficult to 
prosecute when you act in concert. 

How far can a cross-cultural negotiator go in confronting a cor- 
rupt opponent? Current theorizing about business ethics draws the 
line at collaborating in the overthrow of governments. Besides, at 
the end of the twentieth century, the IMF seemed to have taken on 
this role. Its outgoing head, Michel Camdessus, acknowledged that 
the IMF “created the conditions that obliged President Suharto to 
leave his job” as president of Indonesia and that President Boris 
Yeltsin of Russia was warned by the IMF that the same forces could 
end his control in Russia.» 

Companies that find themselves facing corruption in global ne- 
gotiations have at least the following options: 


e Publicize the corruption. Corruption thrives in the dark but has 
trouble sustaining itself in the public spotlight. 


© Unite with other firms to resist the corruption. Joint action is 
more effective than working alone. It is also more difficult for 
a country to prosecute its major foreign investors for defying a 
country’s law than to prosecute a single foreign investor acting 
alone. 
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¢ Promote NGOs and other institutions that are fighting corruption 
in the regions where you are investing. 


© Leave or choose not to invest at all, and make public your reason 
for doing so. Operating in an environment of corruption sig- 
nificantly increases costs of doing business and protecting 
personnel. 


Keeping Your Employees Safe in Global Assignments 


In October 2000, ten engineers working at an oil exploration site in 
the Amazon basin in Ecuador were kidnapped. A team with mem- 
bers from the men’s employers (Schlumberger, Helmerich & Payne, 
Erickson Air-Crane), insurers, experts from international security 
firms, and the FBI was formed to negotiate for their release. Notably 
there were no representatives of the kidnapped men’s families. Eigh- 
teen days after the event, the kidnappers demanded $80 million. 
This demand was significantly higher than the experts on the team 
had previously encountered and led to a two-week, intrateam nego- 
tiation to come up with a counteroffer. Note the different interests 
represented on the team. Insurers wanted to pay as little as possible. 
Companies had conflicting interests; they wanted their employees 
back but they also wanted to minimize future insurance premiums. 
The experts and the FBI wanted to end the kidnapping in a way that 
would be viewed publicly as successful: quickly with no loss of life, at 
low cost. The counteroffer of $500,000 prompted a series of threats 
from the kidnappers, their blowing up a section of Ecuador’s main oil 
pipeline, a two-month stalemate, and then an ultimatum that some- 
one would die. Although the offer was increased to $1 million in re- 
sponse to the ultimatum, by the time it was delivered, it was too late: 
a hostage had already been executed. Over the next ten days pres- 
sure on the negotiating team from hostages’ families and the media 
spurred a series of offers and a settlement for $13 million and a re- 
lease of hostages.” 

Keeping your employees safe while on global assignment is an 
important consideration in deciding to do business in a nation in 
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which there is an environment of corruption and ineffective gov- 
ernment. Weighing the risks themselves, along with the cost of pri- 
vate security and other measures to minimize the risks, against the 
anticipated gains from doing business in that nation may make you 
decide to stay out or leave. 

If the decision is to initiate or continue activities in such an en- 
vironment, it is essential to have a single point of contact within 
the company who is offsite but responsible for monitoring safety 
conditions for employees working in that country. Among this 
point person’s responsibilities should be keeping in touch with on- 
site employees, monitoring outside reports of safety conditions, and 
making the call and arrangements to pull people out if necessary. 
This person should be positioned to coordinate the company’s re- 
sponse to events like the kidnapping in the example. As such this 
person needs to have direct access to the CEO. 


Some Advice About Negotiating with Hostage Takers 


As in any negotiation, one starts analyzing a hostage or kidnap 
situation by understanding interests, your own and theirs. The 
example of the Ecuadorian kidnapping illustrates the competing 
interests on the company side that had to be balanced. The kid- 
nappers’ interests in this situation were financial and only indi- 
rectly political—they needed money to sustain their revolution. In 
other situations the motive for kidnapping may be primarily polit- 
ical. Negotiating a politically motivated hostage or kidnap situa- 
tion is substantially more difficult than negotiating the financially 
motivated situation, because to address politically motivated hos- 
tage takers’ interests requires involving an array of governments 
each with its own complex interests. Coordinating a response was 
difficult enough when the parties on the team were the companies, 
their insurers, their consultants, and the FBI. Consider the com- 
plexity of coordinating a response to the kidnapping of Wall Street 
Journal reporter Daniel Pearl, who was taken hostage in Pakistan 
and subsequently executed. 
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The second step is analyzing BATNAs on both sides. The hos- 
tage takers’ BATNA is to kill or maim the hostages, which they will 
do one by one, but only reluctantly if their motive is money, and less 
reluctantly if their motive is political. The reason for reluctance to 
follow through on threats in a financial situation is that the other 
sides’ response may not be to increase the offer but to call in a 
SWAT team. Remember from Chapter Five that if one party goes 
out to power the other is likely to reciprocate. The goal of using 
threats is not to have to follow through on them. On the corporate 
side, a SWAT-team-type response to the kidnapping of your em- 
ployees in a foreign country is not a good BATNA. In the first place 
it’s too risky; your employees might get killed. In the second place, 
you may not know where your employees are being held, and even 
if you do they may be moved. An analysis of your own and the other 
party's BATNA in hostage or kidnapping situations strongly implies 
that negotiations with a generous reservation price are in order. 

Here is some negotiation advice: 


¢ Make contact as quickly as possible, to get a demand, make a 
counteroffer, and settle quickly. Moving quickly helps prevent 
anchoring, and it keeps kidnappers’ hopes alive that money 
will be forthcoming. The hostage is worth nothing to the kid- 
nappers dead, and is usually not a threat alive and released, 
because the kidnappers are pros and cover their faces. 


© Understand the market. Initial demands for cash are typically 
three to four times what the final settlements are. Overpaying 
is bad because it doesn’t seem to reduce the number of inci- 
dents but rather raises the ante. The FBI and private consult- 
ing firms generally are quite good at helping to identify where 
the market is. 


© Keep understandably terrified family members off the negotiating 
team. At the same time, the family needs a single point of 
contact into the negotiating team, who will keep them in- 
formed of events and strategy. Without such communication 
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family members may try to initiate a second negotiation chan- 
nel, use the media, or otherwise jeopardize the negotiation 
strategy. 


The Ugly Side of Free Trade 


One purpose of foreign investment is to produce goods and services 
more cheaply than can be produced in the developed world. By pro- 
ducing goods and services more cheaply, more people in developed 
and developing economies can participate in using those goods and 
services, generating a global economic boost. But there is a trap. 
Governments of developing countries may not have labor and work 
safety laws to protect workers, or they may not have the ability to 
enforce such laws, or they may simply turn a blind eye to worker ex- 
ploitation and safety infractions. The conditions under which their 
low-cost goods have been produced have caused substantial nega- 
tive publicity to foreign investors and contractors. 

According to an investigation by New York Times reporters, 
more than a quarter of Jordanian garment factories producing cloth- 
ing for J.C. Penny, Sears, Wal-Mart, Gap, and Target provide sub- 
standard conditions for mostly foreign workers. Gross charges range 
from human trafficking of workers from Pakistan and China to in- 
voluntary servitude in which workers’ passports are taken so that 
they have no ID and if picked up by authorities can be imprisoned 
or deported. Local charges include forcing people to work eighteen- 
hour days seven days a week, paying less than minimum wage, not 
paying overtime, and so on.*” 

What can be done? As Wal-Mart points out, it neither owns 
nor manages any of these Jordanian factories. Has it then no moral 
or ethical obligation concerning working conditions? Wal-Mart 
and other retailers recognize an obligation, if only to avoid the kind 
of grassroots activism (stimulated by a CBS special report in March 
1997) that has linked Nike’s swoosh icon with slave labor. Retail- 
ers say they send inspectors around the world and will work with a 
factory to improve conditions rather than simply withdraw their 
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business, recognizing that their business with the factory is their 
only leverage to negotiate improved working conditions. Nothing 
is said about who bears the cost of improved working conditions. Is 
Wal-Mart willing to pay higher prices for better working condi- 
tions? Are you? 

The flip side of this debate deserves discussion. Should factories 
in developing countries (where workers making products for multi- 
national firms are often paid more than workers in an economy’s 
domestic sector) have the same safety and pay and working condi- 
tions as in factories in the industrialized world? Do lower safety and 
pay standards make them more competitive and attract work? Are 
news articles and anti-sweatshop protests merely a smokescreen for 
protectionism? There are always two sides to a debate. Offshore 
sourcing is here to stay. So are buyers’ ethical and moral responsi- 
bilities to protect workers’ rights. Developing countries need em- 
ployment. However, they may not have legal protections for 
workers, especially foreign workers, and they are unlikely to have 
monitoring and enforcement mechanisms. This role is govern- 
ment’s in the industrialized world, but it is the responsibility of for- 
eign investors in the developing world.* 

There are both ethical and economic issues to consider when 
deciding to operate in a country where rights violations (at least 
from a Western perspective) are rampant.” The ethical issue is the 
morality of contributing to the economy and thereby supporting a 
government that does not protect workers’ rights. The economic 
problems need not occur in the country where the violations occur; 
they may occur at home, where rights-monitoring interest groups 
organize public opinion using the press, at shareholders’ meetings, 
on Web blogs, and by visiting individual members of the corporate 
board and the executive committee. 

Wal-Mart is right that there is not much it can do to improve 
working standards in one factory in a country when poor standards 
are rampant throughout the business sector and ignored by govern- 
ment regulators. The situation is the now a familiar social dilemma. 
The self-interests of the Wal-Marts, Targets, and Sears are to ignore 
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the problem, but the common and public interests are for these 
companies to cooperate and coordinate a solution. 

A cautionary example from the 1970s is the cooperative joint 
action led by General Motors and other multinational corporations 
in flouting the South African government’s apartheid laws pro- 
hibiting companies from hiring nonwhite South Africans. Rev- 
erend Leon Sullivan was a GM director at the time when its board 
was debating whether or not to withdraw its business from South 
Africa because of the government's policies toward nonwhites. Sul- 
livan designed a policy of passive disobedience to a law that re- 
quired treating white and nonwhite employees differently. GM 
convinced other multinational corporations to join in treating all 
employees equally regardless of race. The South African govern- 
ment, not wanting to lose the foreign investment represented by 
this group of multinationals, did not prosecute. It also did not ca- 
pitulate. After ten years, Sullivan concluded that the principles had 
not succeeded, and GM withdrew from South Africa until the end 
of apartheid. 

Today a nonprofit organization urges and negotiates with global 
companies to adopt the Global Sullivan Principles of Social Re- 
sponsibility, reproduced in Exhibit 9.3. Many companies have en- 
dorsed the principles, though Nike and Wal-Mart are not among 
them. 


Government At and Around the Negotiating Table 


Government plays an important role in global negotiations. When 
government is not directly at the table as a party to the negotia- 
tions, it is still a major part of the political, social, and legal envi- 
ronments that affect negotiations. Understanding this environment 
may make the difference between an agreement and an impasse. It 
may allow a deal that is profitable for the private company and that 
meets the government’s social and political standards. It may make 
the difference between a dispute that can be resolved in private, 
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Exhibit 9.3. Global Sullivan Principles of Social Responsibility. 


As acompany which endorses the Global Sullivan Principles we will respect 
the law, and as a responsible member of society we will apply these Principles 
with integrity consistent with the legitimate role of business. We will develop 
and implement company policies, procedures, training and internal reporting 
structures to ensure commitment to these Principles throughout our organi- 
zation. We believe the application of these Principles will achieve greater 
tolerance and better understanding among peoples, and advance the culture 
of peace. 


Accordingly, we will: 


e Express our support for universal human rights and, particularly, those 
of our employees, the communities within which we operate, and parties 
with whom we do business. 


¢ Promote equal opportunity for our employees at all levels of the com- 
pany with respect to issues such as color, race, gender, age, ethnicity or 
religious beliefs, and operate without unacceptable worker treatment 
such as the exploitation of children, physical punishment, female abuse, 
involuntary servitude, or other forms of abuse. 


e Respect our employees’ voluntary freedom of association. 


¢ Compensate our employees to enable them to meet at least their basic 
needs and provide the opportunity to improve their skill and capability 
in order to raise their social and economic opportunities. 


e Provide a safe and healthy workplace; protect human health and the 
environment; and promote sustainable development. 


¢ Promote fair competition including respect for intellectual and other 
property rights, and not offer, pay or accept bribes. 


¢ Work with governments and communities in which we do business to 
improve the quality of life in those communities—their educational, 
cultural, economic and social well being—and seek to provide training 
and opportunities for workers from disadvantaged backgrounds. 


¢ Promote the application of these Principles by those with whom we do 
business. 


We will be transparent in our implementation of these Principles and pro- 
vide information which demonstrates publicly our commitment to them. 


Source: Leon H. Sullivan Foundation, “Global Sullivan Principles of Social Responsibil- 
ity,” 2005, http://globalsullivanprinciples.org/principles.htm. Reprinted by permission. 
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where a relationship can be preserved, and a dispute that is argued 
in a public forum, where relationships are irrevocably broken. Such 
understanding does not come without effort and investment. It re- 
quires study and planning; it requires time, patience, and creativity; 
it requires weighing the advice of legal and cultural experts; and 
sometimes it requires moral courage to confront corruption and 
human rights abuses. 


Chapter Ten 


Will the World Adjust, 


or Must You? 


This book has shown that when parties negotiate, national culture 
matters. Yet as technology makes our world smaller and smaller, 
some argue that we are moving rapidly toward one global culture, 
especially in the context of business. As English has become the de 
facto language of global business, won’t Western negotiation strate- 
gies soon dominate global negotiations? Isn’t it just a matter of time 
until the culture of negotiation is direct confrontation and direct 
information sharing, in which negotiators are motivated by self- 
interests and BATNAs underlie reservation prices? The answer is, 
probably not. In this final chapter we discuss why negotiators can- 
not expect a standardized global negotiation culture. We then sug- 
gest some adjustments for you to consider making in the interests of 
more effective global negotiation. 


What’s Likely to Happen with “Global” English? 


As a de facto global language of business, English is unlikely to 
evolve to be English as Anglophones speak it, but a simplified form 
with a limited vocabulary and grammar. It is also not likely to sound 
like British English or American English—regardless of accent-re- 
duction programs and early childhood language training—since 
nonnative teachers of English will pass their own accents on to their 
students. With five hundred million to a billion people speaking En- 
glish now either as a first or second language, and potentially two bil- 
lion more English speakers in the next decade, “proper” English is 
likely to be overwhelmed by the English of nonnative speakers.' 
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Why Not to Expect a 
Standardized Global Negotiation Culture 


A standardized global negotiation culture is unlikely anytime soon. 
Cultural differences in negotiation strategy are not trivial; rather, 
they are deeply embedded in cultural contexts that cue and rein- 
force their use. Culturally based negotiation strategies are used 
within many social, political, and economic contexts within a cul- 
ture. Negotiators with multicultural experience tend to switch be- 
tween one culturally based strategy and another depending on 
contextual cues; they do not blend them. 

Cultural differences in negotiation strategy are significant. We 
have seen that negotiators from different cultures send different par- 
ties to the table (principals versus representatives or agents); have 
different positions, interests, and priorities (depending on psycho- 
logical factors but also on the economic, social, or political context); 
can view power from the perspective of social status or BATNA (al- 
ternatives); can prefer to confront directly or indirectly; have differ- 
ent social motives (individualistic, cooperative, competitive); and 
communicate with varying degrees of directness. 

Cultural differences in negotiation strategy around the world 
are likely to persist. Recall from Chapter Two that a culture’s pro- 
totypical negotiation strategy is its local solution to the social in- 
teraction problem of managing conflict. As people in the culture 
make choices about negotiation strategy, some of those strategic 
choices will generate good outcomes and others will not. The suc- 
cessful strategic choices get repeated and a negotiation strategy pro- 
totype develops. Furthermore, the likely reason that some choices 
for negotiation strategy are more successful than others is that they 
fit with the culture. For example, a direct confrontation negotiation 
strategy does not fit well in a culture that is high context and col- 
lective, where social interaction is generally indirect. 

A culture’s prototypical negotiation strategy is also likely to per- 
sist because its use is not limited to economic activities. Within all 
cultures negotiations occur in the family, in the community, in 
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schools, and in social and political organizations. Negotiating daily 
life within a culture reinforces culturally “correct” or normative 
ways of negotiating. A new negotiation strategy that one learns at 
work is not likely to be used at home. 

Bicultural people and employees working for global companies 
understand the different contexts in which they find themselves and 
adjust their behavior accordingly. Long Wang surveyed Chinese em- 
ployees working for state-owned companies and Chinese employees 
working for U.S. subsidiaries in China.” He found that U.S. cultural 
values were more accessible to and had a stronger impact on the 
working behavior of those working for the U.S. subsidiaries than 
those working for the state-owned companies. But the U.S. values 
were no more acceptable to the Chinese working for U.S. subsidiaries 
than to state-owned-enterprise Chinese! Long Wang concluded that 
cultural exposure and behavioral compliance of local employees 
working in foreign companies may not necessarily induce a change 
in their cultural values. 

Psychological research on biculturals has concluded that peo- 
ple who move easily between cultures do not blend their cultural 
knowledge, nor do they replace original cultural knowledge with 
new cultural knowledge. Rather, they maintain parallel cultural 
knowledge structures. One or the other cultural knowledge struc- 
ture becomes operative in a particular task such as negotiation, de- 
pending on its accessibility (a function of recent use), and its being 
triggered by situational cues (for example, “I’m Chinese in China 
in a night market” versus “I’m Chinese in China working for a U.S. 
company”).’ This research, as well as that by Kristin Behfar, Mary 
Kern, and me on multicultural teams, suggests that people negoti- 
ating in foreign cultures and with foreigners will learn to make ac- 
commodations to cultural differences. This book has included many 
examples of accommodation to another culture’s negotiating strat- 
egy, including abandoning an agenda-based deal-making strategy 
when negotiating with Saudis (Chapter One) and Koreans (Chap- 
ter Two); asking questions about the rattling bicycles (Chapters 
One and Five); becoming resigned to bringing the boss into dispute 
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resolution (Chapters Five and Six); restructuring a UN peacekeep- 
ing team (Chapter One); restructuring a U.S.- Japanese consulting 
team (Chapter Seven); shining a spotlight on unethical behavior 
(Chapter Nine); and negotiating with hostage takers (Chapter 
Nine). Effective global negotiators accommodate. They are willing 
to adjust their strategy to the situation. 


Adjustments Toward Becoming 
a More Effective Global Negotiator 


To be effective in a global environment, negotiators need to de- 
velop knowledge structures and skills with confrontation and com- 
munication strategies that come from other cultures. They need a 
storehouse of creative approaches for handling challenges to coop- 
eration in multiparty situations such as teams and social dilemmas. 
They need to cultivate tolerance and respect for the positions, in- 
terests, and priorities that people from different cultures bring to the 
negotiating table. Finally, they need to know when not to accom- 
modate. They need to have an ethical standard that meets personal, 
corporate, and legal criteria and will carry them through situations 
of corruption, bribery, and extortion. 


Confrontation Strategies 


Negotiators from less confrontational cultures may need to be will- 
ing to become more confrontational in some negotiation situations. 
What should help those reluctant to do so is the realization that in 
direct-confrontation cultures there is less risk of losing face and 
inviting interpersonal conflict than in indirect-confrontation cul- 
tures. Recall the American software engineer who was shocked by 
the sharp, confrontational questioning style of his Israeli customer 
(Chapter Two). Once he realized that the task conflict occurring 
among the Israelis did not spread into interpersonal conflict (no 
one was offended, no one lost face), he became comfortable engag- 
ing at a level of confrontation that he would never reach with his 
American colleagues. 
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Negotiators from more confrontational cultures may need to be 
willing to become less confrontational in some situations. Although 
you may not know the culture well enough to use a story or meta- 
phor to get your point across, asking a rhetorical question is well 
within your skills. Recall the rattling bicycles? In that situation, it 
was a rhetorical question that worked: “What do you think the Ger- 
man customer might think if the bicycles rattled?” Recall the eBusi- 
ness road show that the Indian manager put on for the Japanese 
team. He showed them what others were doing; they got the pic- 
ture. What is going to be hard for negotiators from direct confron- 
tation cultures is stopping after asking the question or putting on 
the road show—not overextending by explaining why you asked 
the question, why you put on the show. In high-context cultures, it 
is up to the listener to draw inferences. 


Communication Strategies 


Negotiators from high-context-communication cultures may need 
to be willing to explain their strategy of wanting to see the big pic- 
ture. Recall from Chapter Five that process interventions in which 
parties discuss the process can help to restart stalled negotiations. 
High-context negotiators do not have to give up the big-picture 
strategy, but they may need to help negotiators on the other side of 
the table understand why they are unwilling to resolve issues one at 
a time. They may also have to be so direct as to put a multi-issue 
offer on the table, not just the series of single-issue offers they ad- 
vance when negotiating within their own high-context culture. 
Putting that multi-issue offer on the table does two important 
things: it helps the other party see the big picture and it gains first 
offer advantage. 

Negotiators from low-context-communication cultures may 
need to be willing to negotiate via multi-issue offers and infer the 
other party’s interests and priorities by the way the offers change. 
Low-context-culture negotiators can do this (I walked you through 
the charting of offers in Chapter Four), and they should, since 
multi-issue offers link both integrative and distributive value. 
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Again, it may help to talk about process, saying something such as, 
“We've got a lot of issues to discuss; we’d like to work through them 
systematically. We may reach tentative agreement on some, but 
from our perspective all agreements are provisional until we’ve 
looked carefully at all the issues.” 


Coexistence 


Negotiators need to be creative when challenged by cultural differ- 
ences. One type of creativity that almost anyone can rely on is al- 
lowing different cultural strategies to coexist. In Chapters Two and 
Seven we described fusion solutions to negotiating multicultural 
team decisions. The example mentioned in Chapter Seven from 
one of our multicultural team interviews illustrates how the team of 
U.S. and U.K. financial services managers fused their process. 


[The] team observed that the U.S. approach to problem solving was 
to “forge ahead and start trying to rip apart things and let’s do this 
and that,” whereas the U.K. members of the team took a more prag- 


matic approach: “let’s not hurry up, . . . let’s think about this.” 


When the team members first started working together these 
different approaches generated conflict. Neither team was willing 
to concede to the other’s approach. As time went on, team mem- 
bers learned not just to live with their differences, but to respect 
them and use them to generate a better team process. The U.S. 
team members took up the challenge of doing a lot of the idea gen- 
eration, and the U.K. team members took the responsibility for 
doing most of the pros and cons analysis.‘ 

Coexistence was the ultimate solution to the implementation 
plan for the Kyoto accords on global warming. Recall that at the 
meeting in 2000 the United States wanted credits for carbon sinks 
and emissions trading; the European Union wanted to set emission 
reduction goals. Both groups thought their solution to this social 
dilemma was the right one, and they failed to reach agreement. A 
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year later without U.S. involvement the European Union pro- 
moted an agreement that included carbon sinks, emissions trading, 
and emission reduction goals. Different parties to the global warm- 
ing social dilemma respond to different types of structural inter- 
ventions. Is it expensive to put multiple approaches into place? Yes. 
Is it worth it in order to generate cooperation in a social dilemma? 
Yes, if that is what it takes. 

At the core of the concept of coexistence is the notion of trade- 
offs. Trade-offs are the fundamental way to create integrative out- 
comes in negotiations. With coexistence, I trade letting you do it 
your way for the right to do it my way. What coexistence does is 
move the application of trade-offs from the substantive task—and 
the issues over which we are in conflict—to the process, in which 
we also frequently find ourselves in conflict. Success negotiating 
globally requires paying more attention to the process than is nec- 
essary in same-culture negotiations, but also using the same basic 
skills required for negotiating an excellent process and, ultimately, 
an excellent outcome. 


Tolerance and Respect 


Coexistence in global negotiations requires respecting and toler- 
ating different negotiation strategies. It requires setting ethnocen- 
tric ideas—‘“my culture’s way is the best way”—aside, and being 
creative. 

One of the questions that American managers often ask is, 
“Why me? Why do I have to do all the adjusting? Why do I have to 
tolerate coexistence?” The answer is that it isn’t just them. Cultural 
accommodation is not just one-sided. At the same time, the party 
that wants the deal, that wants the dispute resolved, and that un- 
derstands coexistence is in a better position to be flexible on the 
process than is the party that has neither these motivations nor the 
skill set to put coexistence into place. 

Another question often asked is, “But can one party really gen- 
erate coexistence alone? Doesn’t it take two?” Although we do not 
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have data that answers this question, we do know that when nego- 
tiating integrative agreements it takes only one party’s understanding 
the other’s priorities. Yes, it is easier when both parties understand 
each other’s preferences, but integrative agreement is still possible 
with asymmetric understanding.’ The same effect seems likely to 
hold for process negotiations. Most likely, one party can make the 
necessary accommodations during the negotiation to generate cul- 
tural coexistence as opposed to culture clash. Is it easier when both 
parties make accommodations? The obvious answer is yes. 


Ethics in Global Negotiations When Coexistence, 
Tolerance, and Respect Are Lacking 


To be honest, corrupt business practices occur in every nation. The 
margin between making money and making money legally is some- 
times exceedingly narrow. As we discussed in Chapter Nine, busi- 
ness practices within an industry or within a nation over time may 
gravitate toward illegality. Some managers tell me that to get in the 
game or stay in it you have to play by its rules. Yet participating in 
a culture of corruption is a social dilemma: if everyone “gets in the 
game,” there are short-term winners and many long-term losers. 

When it comes to ethics my advice about negotiating coexis- 
tence still stands. If you can engage in ethical business practices in 
an environment of corruption, you are making a major contribution 
to the future of the nation. If you cannot succeed in such an en- 
vironment, Chapter Nine suggested a number of tactics to try to 
make the environment more accommodating, especially publiciz- 
ing corruption and engaging jointly to oppose it, before moving 
your business elsewhere. 


Excellent Global Negotiators 


Excellent global negotiators know that to make deals, resolve dis- 
putes, and reach decisions across cultural boundaries, they must ex- 
ercise strategic flexibility and engage in cultural accommodation. 
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Although culture will very likely affect negotiators’ interests and 
priorities, negotiators need do nothing out of the ordinary to inte- 
grate those interests once they understand them. It is the process of 
understanding negotiators’ interests that is likely to require strate- 
gic flexibility when negotiating across cultures. So long as strategy 
stays within ethical boundaries, excellent global negotiators are 
concerned less about the negotiation process, than that their inter- 
ests are met. 
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Glossary 


A priori majority—A faction or coalitions that involve more 
than half the members of a group that exists before the infor- 
mation-sharing phase of group decision making begins. 

Adversarial procedure—A process in which disputants or their 
agents investigate the facts and present their own argument 
to the third party; compare with inquisitorial procedure. 

Altruistic social motive—The social motive that maximizes the 
outcomes of others. 

Arbitrator—A third party who serves as a private judge and 
makes a final and binding decision in dispute resolution. 


Assumption—A fundamental cultural belief taken to be true. 


BATNA (best alternative to a negotiated agreement)—What 
each negotiator will do in a deal-making situation if no agree- 
ment is reached; what will happen to negotiators if they fail 
to resolve a dispute or reach an agreement. 

Belief—A tenet or body of tenets held by a group. 

Buyer gains—The value in a negotiation outcome that is better 
than the buyer’s alternative. 

Categorization—Process of sorting of people into types or cate- 
gories based on superficial information about them, such as 
culture, language, race, or sex. 

Claim—A demand for something due. 

Claim value—The amount of value (resources) a negotiator seeks 
to receive in an agreement. 
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Collective interests—The interests of an identifiable group of 
people who may not be participating directly in the negotia- 
tion but will be affected by the agreement. 


Collectivism—A cultural value that promotes the interdepen- 
dence of individuals with the social groups to which they be- 
long and supports collective interests over self-interests as a 
predominant life value. 


Compatible issues—Issues for which negotiators on both sides 
want the same outcome. 


Competitive social motive—The social motive that maximizes 
one’s own outcome at the expense of the other party’s out- 
come. 


Concession—An act of yielding. 


Conflict—The perception of opposing interests, involving scarce 
resources, goals, or procedures. 


Confrontation, direct—When negotiators speak with each other 
face-to-face or electronically. 


Confrontation, indirect—When negotiators speak to each other 
via signaling, stories, metaphors, body language, or through a 
third party. 

Consensus—A group decision rule in which no team members 
publicly oppose a decision, though they may do so in private. 


Contact—Face-to-face interaction among diverse members of a 
group intended to help them build mutual respect and trust. 


Contingent contract—An agreement to change the negotiated 
outcome in a specific way based on the occurrence of a future 
event. 

Cooperative social motive—The social motive that maximizes 
one’s own and the other party’s outcomes jointly. 

Corruption—A situation in which the rules of participation are 
unclear, changing, or differentially applied or in which nepo- 
tism, bribery, extortion, or embezzlement is involved. 
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Create value—The process of trying to increase the resources 
available to negotiators jointly, usually by trading issues or 
identifying compatible issues. 


Culture—The unique character of a social group, including the 
values and norms shared by members of the group and the 
group’s social, economic, political, and other institutions. 


Deal-making negotiations—Negotiations involving an exchange 
between two or more parties (for example, a buyer and a 
seller) to buy and sell. 


Decision rules—The alternative ways that multiple parties can 
reach an agreement, for example, majority rule, consensus. 


Decision-making negotiations—Negotiations among multi- 
ple parties whose interests are conflicting and who are 
interdependent. 


Direct information sharing—The process of gathering informa- 
tion by asking and answering questions. 


Dispute resolution negotiations—Negotiations to resolve the 
conflict resulting from a claim being made and rejected. 


Dispute resolution system—A hierarchical set of dispute reso- 
lution procedures that provide opportunities to reach integra- 
tive agreements at more than one stage and provide for final 
resolution of the dispute. 


Distributive agreement—An agreement in negotiation that allo- 
cates a fixed set of resources. 


Egalitarian culture—A culture that aspires to social equality, es- 
pecially in political, social, and economic affairs. 


Egocentric bias—The belief that you deserve substantially more 
than another person in exactly the same circumstances. 


Equivalent proposals—Multi-issue proposals that have equal 
value to the party offering the proposals, but that are differen- 
tially configured and so may have different value to the party 
receiving the proposals. 
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Ethnocentrism—The belief that your culture’s way of doing 
something is the best way. 


Expand the pie—Slang for entering into integrative or value- 
creating negotiations. 


Face—Personal honor and socially based respect. 


Faction—A subgroup or coalition that accounts for less than a 
majority of the members of a group. 


Fairness standards—Decision rules that presumably provide a 
just distribution of resources, for example, split the difference. 
Also called objective standards, but of course they are not 
objective but subjective. 


Fixed pie—Refers to the resources in a negotiation that can 
only be divided or distributed; a mental representation of 
negotiations. 


Free rider—A group member who does not contribute to the 
group but benefits from the group’s efforts. 


Fusion—A model of group collaboration that preserves cul- 
tural differences in negotiation and group decision-making 
processes. 


Hierarchical culture—A culture that accepts social inequality 
in political, social, and economic affairs. 


High-context culture—A culture in which meaning must be in- 
ferred from the context or situation in which the information 
was communicated. 


Ideology—A collection of principles and precepts that provide the 
basis for making choices about the structure of institutions. 


Impasse—The outcome when negotiators cannot reach agree- 
ment and discontinue negotiating. 


Independent value—A cultural value that links social identity to 
characteristics of the individual rather than to characteristics 
of the groups to which that individual belongs. 
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Individualism—A cultural value that promotes personal indepen- 
dence and gives self-interest a high priority among important 
life values. 


Individualistic social motive—The social motive that maximizes 
one’s own gain regardless of the other party’s gains. 


In-group—A group to which an individual belongs and from 
which that individual may derive social identity. 


Inquisitorial procedure—Process in which an agent of the court 
investigates and presents an opinion and arguments to the 
judge; compare with adversarial procedure. 


Institution—A public organization that structures social 
interaction. 


Integrative agreement—An agreement in negotiation that ex- 
pands the resources to be allocated beyond those resources 
that would be available if one party took all or two parties 
compromised (split their differences) on all issues. 


Integrative potential—The maximum possible value available 
to negotiators if they agree to all compatible issues and make 
all efficient trade-offs. 


Interdependent value—A cultural value that links an individual’s 
social identity to characteristics of the groups to which that 
individual belongs. 


Interests—The reasons why negotiators take the positions they 
do; negotiators’ needs, fears, and concerns. 


Interpersonal conflict—Conflict over personal responsibility and 
blame. 


Issue—A matter that is in dispute between parties. 
Joint gains—The sum of the negotiating parties’ individual gains. 


Knowledge structures—Units of cognitive storage including 
but not limited to beliefs, norms, values, and behavioral se- 
quences, for example, negotiation strategies. 
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Litigation—A judicial procedure in which disputants or their 
agents argue their claims and a third party makes a final and 
binding decision. 

Low-context culture—A culture in which meaning can be in- 
ferred from the message itself. It is not necessary to know the 
situation in which the information was communicated in 
order to understand. 


Lumping it—The outcome in which one party decides either not 
to make a claim public or not to pursue a claim that has been 
rejected. 


Majority rule—A decision rule whereby the alternative preferred 
by more than half of the members of a group becomes the al- 
ternative chosen by the group. 


Meaningful participation—Group discussion engaged in accord- 
ing to the principle that group members have an obligation to 
speak up when their knowledge, expertise, or contacts become 
relevant as well as when they harbor doubts about the direc- 
tion the group is taking or the feasibility of the group’s plan. 

Mediator—A private third party who tries to facilitate an agree- 
ment but does not have the authority to impose an outcome 
on the disputants. 

Micro-level strategy—The normative way that negotiators are 
used to negotiating within their own culture, for example, via 
questions and answers or working through an agenda. 

Multicultural teams—Groups of three or more people with di- 
verse cultural backgrounds who must make decisions together. 

Mutual-gains strategy—A group decision-making strategy that 
has a goal of reaching an integrative decision. 

Negotiation—The process of conferring among two or more 
interdependent parties to arrive at an agreement about some 
matter over which they are in conflict. 


Net value—The anticipated return minus the costs, including the 
costs of negotiating. 
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Norm—A standard of appropriate behavior in social interactions 
within a culture. 


One party decides—A decision rule that permits one group mem- 
ber to choose the alternative for the group. 


Others’ interests—The interests, concerns, and priorities of the 
other negotiators. 


Out-group—Any group in which an individual is not a member. 


Party—The people negotiating and their roles in the negotiation, 
for example, buyer or seller. 


Persuasion—As used here, trying to influence the other party to 
make a concession via references to BATNA. 


Position—What a party wants in negotiation. 


Posturing—As used here, trying to influence the other party to 
recognize the weakness of his or her position in the negotia- 
tion and therefore make a concession. 


Power—The ability to influence others to concede to your wishes. 
Preferences—Priorities among issues. 

Prejudice—An ungrounded positive or negative opinion. 
Priorities—The order of importance of a set of issues. 


Prisoner’s dilemma—A two-party social dilemma; a situation in 
which a party’s pursuit of self-interests conflicts with the com- 
mon good of a collective to which the party belongs. 


Procedural conflict—A dispute over means, including the dis- 
pute resolution process itself. 


Prosocial social motive—The social motive that maximizes 
outcome jointly for self and the other party; also cooperative 
social motive. 


Prototype—The cultural pattern or model, based on the average 
or modal characteristic of a culture. 
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Quick trust—The assumption that the other party is worthy of 
trust until he or she proves unworthiness. 


Recategorization—The process of changing social identity based 
on group membership rather than on independent attributes 


of the self. 


Relativism—Judging the morality of an act by its appropriateness 
in the context. 


Reservation price—The most a negotiator is willing to offer or 
the least a negotiator is willing to take and still reach agree- 
ment. 


Rights—Standards of fairness or law that can be used to resolve 
disputes; similar to fairness standards in making deals. 


Satisficing—In this context, the decision to reach an agreement 
that is better than BATNA but might not be the best possible 


outcome if you were willing to put forth more effort. 


Second agreement—An agreement entered into after a negoti- 
ated agreement has already been reached. Patterned on post- 
settlement settlements. 


Self-interests—The negotiator’s own interests, concerns, and 
priorities. 

Sequence—A pattern embedded in a negotiation strategy, for 
example, reciprocity. 

Slow trust—Trust that is built over time as parties interact with 
one another. 


Social dilemma—A multiparty decision-making situation in 
which, if everyone acts to maximize personal gain, everyone 
is worse off than if everyone acts to maximize collective gain; 
yet acting to maximize personal gain is always better for the 
individual. 


Social identity—A sense of one’s own reputation; the impression 
one thinks one has made on others. 

Social motives—The types of choices that people make in situa- 
tions such as negotiation in which they are interdependent. 
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Stakeholder—A person with an interest. 

Stereotype—A belief that everyone from a given culture will 
be like that culture’s prototype. 

Strategy—An organized set of behaviors chosen because they 
are thought to be the means of accomplishing the goal of 
negotiating. 

Subgroup dominance—A collaboration model in which a co- 
alition or faction controls group processes and outcomes. 

Synergy—A result that is greater than the sum of its parts. 


Target—The components that would constitute an ideal settle- 
ment; goals in negotiation and standards against which to 
judge opening offers, concessions, and final offers. 


Task conflict—A dispute over goals and resources. 


Thinking net—Slang for the process of thinking about gains 
in negotiations as greater than gains that should be available 
from negotiating an agreement with BATNA. 


Threat—An expression of an intention to do harm; an if-then 
statement about the other party’s actions and the conse- 
quences if the party persists in them. 

Trade-offs—Conceding on low-priority issues in order to gain 
on high-priority issues. 

Transaction costs—The costs of negotiating. 

Transactive memory—Knowledge of who on the team knows 
what. 

Trust—The willingness to make yourself vulnerable to the other 
party, and belief that the other party will not take advantage. 

Two-thirds majority—A large coalition of two-thirds of group 
members. 

Unanimity—A decision rule that requires agreement among all 
team members. 

Utilitarianism—A judgment of the morality of an act by its 
consequences. 
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Value—A judgment of what is important in social interactions 
and other aspects of life. 

Value-claiming negotiation—A negotiation to reach a distribu- 
tive agreement. 

Value-creating negotiation—A negotiation to reach an integra- 
tive agreement. 


Index 


A 


ABB (Swedish-Swiss company), 224-225 

ACME 360 Podcast Series (ACT): block- 
ing process used in, 86-87t 

Adair, W., 80, 89, 93 

Affective posturing, 84e-85e 

Alcatel-Lucent merger (2006), 57, 175, 
182-183 

Andreas, M. D., 224 

Apartheid laws (South Africa), 276 

Arbitration: described, 156-157; how it 
works, 158e 

Arbitrators: cultural biases of, 159-160; 
how to choose, 157, 159 

Arcelor-Mittal negotiations (June 2006), 
20, 21, 29-30, 75-77 

Archer Daniels Midland, 224 

The Art of War (Sun-Tzu), 128-129 

Asian cultures: “blaming and shaming” 
tactic used by, 133e, 134e, 270; collec- 
tivism of, 32-34; as hierarchical, 34-37; 
indirect communication norm of, 
39-41; perceptions of powerful people 
in, 135e, 234e-235; preferences for 
indirect confrontation by, 139-144 

Asian financial crisis (late 1990s), 269 

Attacking face, 140 


B 


Balinese Subak communities, 235-236 

BASF (Germany), 224 

BATNA (Best Alternative To a Negoti- 
ated Agreement): in hierarchical versus 
egalitarian cultures, 36-37; bureau- 
cracy’s, 262; of hostage takers, 273; 
independence in context of, 12-13; 
mediator use of, 161, 163; of multi- 


cultural teams, 205-206; overview of, 
11-13; referenced during persuasion 
strategy, 104, 106-107; reservation 
price in context of, 12, 13-14; as 
source of power, 11-13, 130-132; tar- 
gets in context of, 14-15 

Bay of Pigs (1961), 199-200 

Bazerman, M. H., 61 

Bechtel, 249 

Behaviors: caps, goals, and incentives to 
regulate, 237-238; cultural patterns of, 
28e-30; example of bureaucratic nego- 
tiation, 262-264; interaction norms 
for group, 210-212, 231; using norms 
to regulate, 236-237 

Behfar, K., 35, 40, 178, 281 

Beliefs: cultural, 28e, 37-38; definition of, 
37 

Bicultural knowledge structures, 281 

Blair, T., 238 

“Blaming and shaming” tactic, 133e, 
134e, 270 

Blue LED dispute, 115, 121, 131-132, 150 

Body language, 29 

Brett, J. M., 34, 61, 117 

Bribery. See Corruption/bribery issues 

British culture, 180-181 

Bull (U.S.-French conflicts), 182, 184, 
194, 197 

Bureaucracy: BATNA of, 262; described, 
261; global negotiation behavior of, 
262-264; understanding interests of, 
261; understanding power of, 261-262 

Bush, G. W., 229, 230, 251 

Buyers: Cartoon contingent contracts 
and, 72e-75; Cartoon Outcome A for, 
64e; Cartoon outcomes net values 
for, 63e; Cartoon Strategy Study on, 


335 


336 INDEX 


59-66, 72-75; dispute resolution com- 
munications of eBay, 147-148. See also 


Offers 


C 


Camdessus, M., 270 

Canadian crab fishers story, 6-7 

Caps, 237-238 

Carbon emissions: Kyoto Protocol to con- 
trol, 229-231, 236, 239; U.S. Clean 
Air Act to control, 238-239 

Cartoon Outcome Study: contingent 
contracts studied using, 72e-75; deal- 
making negotiation behavior studied 
using, 57-59; distributive/integrative 
outcomes within and across cultures, 
68e—7 le; integrative value analyzed 
using, 59-66; introduction to, 54; ne- 
gotiating across cultures studied using, 
66-71 

Cartoon Strategy Study: data collection 
and coding strategies used in, 81-85e; 
distributive strategies to capture net 
value in, 99-107; on gains, culture, 
and, 107-110; integrative strategies, 
time, and join gains in, 86-99; partici- 
pants used in, 81e; using stages of ne- 
gotiation to judge progress, 110-112; 
three types of sequences used in, 82; 
time during negotiation in, 82, 86¢ 

CD-ROM: Additional CPR Model 
Clauses on the, 165; The Checkered 
Negotiation History of the Dabhol 
Power Project, 249; Cultural Meta- 
cognition, 190; Identifying Effective 
Strategies for Multicultural Teams on 
the, 178; information on Lafarge on 
the, 26; Negotiation Planning Docu- 
ment on the, 16-18; Newbridge and 
Chinese Negotiations Over Shenzhen 
Development Bank on the, 262; Nichia 
Corporation Versus Shuji Nakamura 
on the, 115; Nokia and Motorola Ver- 
sus Telsim, 248; Normative Sample for 
Cultural Metacognitions, 190; Norms 
for Managers’ Social Motives by Cul- 
ture on the, 22, 33; Personal Choices 
in Decision Making on the, 22; A 
Scandinavian Scare (Cartoon exercise) 
on the, 54; The Problems on the, 178 

CFIUS (Congressional Committee on 
Foreign Investments) [U.S], 250, 251 


Chevron, 30 

Chicago celebrity chefs’ pledge (2002), 
228, 229 

Chilean sea bass issue, 219, 226, 228 

China Securities Regulatory Commission 
(CSRC), 263, 264 

Chinese culture: perceptions of powerful 
people in, 234e-235; rights standards 
in, 128-129; salient social identity 
and, 242 

Chinese National Offshore Oil Company, 
245 

Christo, 55-56 

Claim value (distributive resources), 2 

Clinton, B., 229 

CNOOC (China National Offshore Oil 
Company), 30 

Coding strategies: Cartoon Strategy Study 
of, 81-82, 83e-85e; examples of, 83¢- 
85e; Summer Interns Study, 125e, 
133e 

Coexistence: as approach cultural differ- 
ences, 284—285; ethics when there is 
a lack of, 286; tolerance and respect 
required for, 285-286 

Cole, S. R., 158, 162 

Collaboration: fusion, 189-191; hybrid, 
187-189; of integrative negotiation for 
team decision making, 200-207; sub- 
group-dominant, 187 

Collective cultures: described, 32-34; im- 
portance of face in, 140-141; salient 
social identity and, 241-242 

Collective interests, 118-120 

Collusive pricing, 223-225 

Commitment norm, 231-233 

Communication: building trust through 
small talk, 37-38; cultural barriers to, 
196-197; e-mail, 21, 198-199; by ef- 
fective global negotiators, 283-284; 
“slobal” English and, 279; language 
barriers to, 193-195; norms for direct- 
ness of, 39-41; procedural conflict 
regarding, 180-181; psychological 
barriers to, 199-200; structural barriers 
to, 197-199 

Competitive dilemmas, 222-226 

Complementary sequence, 82 

Confidential information, provided in 
Cartoon Outcome Study, 59, 61e 

Conflict: described, 115; face and rela- 
tionship issues in, 140-142; impact of 


culture on, 115-116; interpersonal, 
116, 183-185, 207-214; possible bene- 
fits of, 214; procedural, 116, 178-183, 
186-191; task, 116, 177-178, 191-214. 
See also Disputes 

Conflict management/dispute resolution: 
avoiding direct confrontation for, 4; 
described, 4; of interpersonal conflict, 
207-214; of procedural conflict, 186— 
191; of task conflict, 191-214; third- 
party, 4-5 

Confrontation: against corruption, 268— 
271; avoiding direct, 4; constructive 
approach to dysfunctional conflict, 
213-214; cultural preferences for indi- 
rect/direct, 139-144; dispute resolu- 
tion classifications by type of, 143e; by 
effective global negotiators, 282-283; 
strategic choice of, 19-22 

Consensus, 204-205 

Conservation International, 229 

Contact technique, 241 

Contingent contracts: Cartoon Outcome 
Study on, 72e-75; described, 72; exam- 
ple of, 74e 

Cooperative dilemmas: contributing, 227; 
taking, 226-227 

Corruption/bribery issues: definition of, 
266; generating your own ethical stan- 
dards on, 266-268; government offi- 
cials’ interest in, 251; Halliburton’s 
code on, 266, 267e; legal regulation of, 
264-266e; OECD (Organization for 
Economic Cooperation and Develop- 
ment) on, 265-266e, 267; safety issues 
related to, 271-274; U.S. Federal Cor- 
rupt Practices Act on, 251, 264-265, 
267e; what to do when confronted 
with, 268-271 

CPR Model Dispute Resolution System, 
166e-167e 

Cultural accommodation, 285-286 

Cultural assumptions: definition of, 43; of 
Indian and Japanese software engineers, 
44e-45e; negotiation in context of, 43, 
45; regarding work days, 178-179 

Cultural differences: arbitrator bias related 
to, 159-160; bicultural knowledge 
structures on, 281; coexistence approach 
to, 284-285; in direct or indirect con- 
frontation preferences, 139-144; inter- 
personal conflict due to, 116, 183-185; 


INDEX 337 


legal pluralism as, 259-260; making 
social identity salient and, 241-242; 
in use of power in disputes, 132—135e; 
procedural conflict due to, 116, 178— 
183; task conflict due to, 116, 177-178; 
in third-party roles, 168-173 

Cultural issues: behaviors and institutions, 
28e-30; impact on negotiation, 25-26; 
language mistakes/protocol violations 
as, 25 

Cultural prototype, 31e-32 

Cultural stereotype, 31e-32 

Cultural values: hierarchy versus egalitari- 
anism, 34-37; individualism versus 
collectivism, 32-34; to predict negoti- 
ation outcomes, 42—43 

Culturally informed negotiation model, 
110-112 

Culture: as barrier to meaningful partici- 
pation, 196-197; Cartoon Outcome 
Study on negotiations and, 68e-7 le; 
Cartoon Strategy Study on gains and, 
107-110; complex relationship be- 
tween negotiation and, 51—52; defini- 
tion of, 27; as factor in decision to use 
power, 146-147; fish harvesting discus- 
sions differences by, 232e; how it af- 
fects negotiation, 45-51, 46e; iceberg 
metaphor of, 27—28e; impact on con- 
flict and disputes, 115-116; individual- 
ist versus collective, 32-34; Mexican 
market example of interacting, 79-80; 
Negotiation Planning Document ex- 
panded to include, 47-48; third-party 
roles affected by, 164-173; unlikely 
development of standardized global 
negotiation, 280-282. See also Global- 
ization; High-context cultures; Low- 
context cultures 


D 


Dabhol Power Company (DPC), 249 

Daiichi (Japan), 224 

Danone (France), 245 

Deal criteria: link between net value deals 
and long-term gains, 56-57; long-term 
realization of anticipated gains, 56; net 
value (joint gains) for both parties, 
54-55; transaction costs, 55-56 

Deals: Cartoon Outcome Study on, 54, 
57-75; criteria for good versus bad, 
54-57; distributive, 2—3; integrative, 


338 INDEX 


3, 121, 123e. See also Distributive strat- 
egy; Global deals; Integrative strategy; 
Negotiation 

Decision making: agreement percentages 
of individualistic/cooperative groups, 
203e; fusion collaboration on, 189- 
191; hybrid collaboration on, 187-189; 
integrative negotiation in team, 200— 
207; multiparty negotiation/team, 5-6; 
rules for, 204-206; subgroup-dominant 
collaboration on, 187 

Decision rules, 204-206 

Deng Xiaoping, 253 

Direct confrontation: advice for choosing, 
142; avoiding, 4; cultural preferences 
for indirect versus, 139-144; dispute 
resolution classifications by use of, 143e 

Direct information strategies: Cartoon 
Strategy Study on, 83e, 87-89; mutu- 
ality as, 83e; priorities as, 10-11, 41, 
83e; questioning, 86e, 87-89; reac- 
tions as, 83e 

Dispute Resolution: Negotiation, Mediation, 
and Other Processes (Goldberg, Sander, 
Rogers, and Cole), 158, 162 

Dispute resolution: arbitration, 156-160; 
CPR Model Dispute Resolution Sys- 
tem, 166e-167e; culture and third- 
party roles in, 164-173; determining 
right and wrong for, 117e, 122-130; 
illustration on three approaches to, 
117e; integrative agreements for, 122, 
123e; mediation, 160-164; using 
power for, 117e, 130-137; procedural 
choices for, 137-153; by third-parties 
with authority, 156-160; by third- 
parties without authority, 160-164; 
third-party context of effective, 173; 
uncovering/analyzing interests for, 117e, 
118-121; when winning is losing, 
136-137 

Dispute resolution systems, 165 

Disputes: claims not worth pursuing, 
138-139; described, 115; Fusion UV 
Systems-Mitsubishi Electric, 141-142, 
150, 156; impact of culture on, 115— 
116; Nakamura Shuji and Nichia Cor- 
poration, 115, 121, 123, 131-132, 150; 
origins and development of, 116; three 
approaches to resolving, 117e-137. See 
also Conflict 

Disrespect, 140-141. See also Respect 


Distance structural barrier, 197-199 

Distributive deals, 2-3 

Distributive strategy: capturing net value 
with integrative agreement, 99-107; 
Cartoon Outcome Study on, 68e-7 le; 
Cartoon Strategy Study on, 84e-85e, 
99-107; described, 2—3; persuasion as, 
85e; posturing as, 84e-85e; social moti- 
vation and selection of, 22-23. See also 
Deals; Negotiation strategies 

Dollé, G., 20, 76 

DP World (United Emirates), 250-251 

Duke Power (U.S.), 238, 239 


E 


E-mail: communication barriers of, 198— 
199; information sharing through, 21 

eBay disputes, 147-148 

Economic development: FDI as signaling 
government interest in, 248-249; gov- 
ernment efforts to control, 249-250; 
government interest in, 247-248 

Economic instability: foreign investment 
and, 256; hedging against, 256-259 

The Economist, 247 

Egalitarian cultures: described, 34-37; dis- 
pute resolution systems used in, 165; 
use of power in, 146-147 

Eiasi (Japan), 224 

Emergent local norms, 235-236 

Emotions: advice about use at bargaining 
table, 149-150; benefits of talking 
about, 214; as factor in decision to use 
power, 147-149; tantrums, 148-149 

Employee safety issues, 271-274 

English language, 279 

Enron, 56, 249, 268 

Equivalent proposals: described, 96; infer- 
ring information from, 96e-97 

Erickson Air-Crane, 271 

Ethical issues: corruption/bribery, 251, 
264-271; generating your own ethical 
standards, 266-268; Global Sullivan 
Principles of Social Responsibility, 
276, 277e; of labor working condi- 
tions, 274-276; when coexistence, tol- 
erance, and respect are lacking, 286 

Ethnocentrism, 184-185 

European Union (EU): drug approval 
standards of, 177-178; Kyoto Protocol 
negotiation role by, 229-231, 236; 
price fixing laws in, 224-225 


Expand the pie concept, 3 
ExxonMobil, 245, 251 


F 

Face: attacking and giving, 140; definition 
of, 140; example of dispute resolution 
role of, 141-142; as indirect confronta- 
tion factor, 140-141; multicultural 
teams and issue of, 183 

Fastow, A., 268 

Federal Corrupt Practices Act (U.S.), 
251, 264-265, 267e 

Fish harvesting: difference in group-level 
discussions by culture, 232e; Patagon- 
ian toothfish (Chilean sea bass) issue 
of, 219, 226, 228; SHARC social 
dilemma on, 231-235, 242 

Fisher, R., 10, 12 

Fixed pie concept, 2 

Food and Drug Administration (U.S.), 
177-178 

Foreign direct investment (FDI): economic 
instability and, 256-259; example of 
bureaucratic behavior during, 262-264; 
globalization driven by, 245-246; gov- 
ernment interests in, 246-252; legal 
interests and risk related to, 259-260; 
political instability and, 253-255 

Free-rider problem, 227 

Freedom House, 247 

French culture, 182-183 

Friedman, T., 253 

Fusion collaboration, 189-191 

Fusion UV Systems-Mitsubishi Electric 
dispute, 141-142, 150, 156 


G 
Gadafi, M., 247 


Gains: Cartoon Outcome Study on cul- 
tural negotiation, 68—71e; Cartoon 
Strategy Study on culture and, 107-110; 
link between net value deals and long- 
term, 56-57; long-term realization of 
anticipated, 56; net value of joint, 
54-55; posturing strategy and, 103 

Gap, 274 

GE (General Electric), 249 

Gelfand, M., 34 

General Motors, 276 

German culture: blaming and shaming 
power tactics used in, 134e; Summer 
Interns Study dispute and, 119-120, 


INDEX 339 


124-128e, 132-137; threats and pow- 
erful people allusions used in, 135¢ 

Getting Disputes Resolved (Ury, Brett, and 
Goldberg), 117 

Getting to Yes (Fisher, Ury, and Patton), 10 

Giffen, J., 251 

Giving face, 140 

Global deals: cultural issues related to, 
25-52; example of bureaucratic behav- 
ior in, 262-264; government interests 
in, 246-252; government role in, 276— 
278; increasing number of, 53; unlikely 
development of standardized negotia- 
tion for, 280-282. See also Deals 

Global negotiators: characteristics of ex- 
cellent, 286-287; coexistence approach 
to different cultures, 284-285; com- 
munications strategies used by, 283— 
284; confrontation strategies used by, 
282-283; ethics when coexistence, 
tolerance, and respect are lacking, 
286; tolerance and respect shown by, 
285-286 

Global Sullivan Principles of Social Re- 
sponsibility, 276, 277e 

Global Witness, 255 

Globalization: foreign direct investment 
(FDI) driving, 245-260; “global” En- 
glish development of, 279; keeping 
your employees safe concern of, 271— 
274; negotiation challenges related to, 
260-274; ugly side of free trade and, 
274-276. See also Culture 

Goals: collective, 240-241; to regulate be- 
havior in social dilemmas, 237-238 

Goldberg, S. B., 117, 158, 163 

Government: bureaucracy of, 261-264; 
corruption and bribery of officials, 251, 
264-271; global negotiations and role 
of, 276-278; political instability and, 
253-255 

Government interests: in controlling eco- 
nomic development, 249-250; in eco- 
nomic development, 247-248; FDI as 
signaling economic development, 
248-249; identifying vulnerabilities 
and, 252; in personal enrichment of 
officials, 251; in security, 250-251; in 
staying in power, 246-247 

Greenhouse gases: Kyoto Protocol to con- 
trol, 229-231, 236, 239; U.S. Clean 
Air Act to control, 238-239 


340 INDEX 


Greeting protocols, 28 
Grenadines-St. Vincent vote, 222, 233 


H 

Hall, E. T., 39, 79-80 

Halliburton’s Code of Business Ethics, 
266, 267e 

Handbook of Negotiation and Culture (ed. 
Gelfand and Brett), 34 

Hardin, G., 220 

Health Sciences, 26 

Heidelberg Cement (Germany), 225 

Helmerich & Payne, 271 

Hierarchical cultures: BATNA concept 
in, 36; use of power in, 146-147; social 
status in, 34-37 

Hierarchy: conflict over deference to, 
179-180; egalitarianism versus, 
34-37 

High-context cultures: described, 39-41; 
individual and joint gain for, 107-108e, 
109; posturing strategy in, 100-104; 
preferences for indirect confrontation 
by, 139-144; reciprocal offers over 
time and, 91e-93, 92e; reciprocal ques- 
tioning and, 86e, 87-88; strategies for 
negotiators of, 109. See also Culture; 
Japanese culture 

Hoffman LaRoche (Switzerland), 224 

Hong Kong Chinese culture, 71e 

Hostage taking, 271-274 

“How We Get to Yes” (Tinsley), 125 

Hybrid collaboration, 187-189 


I 

IBM, 245 

Iceberg metaphor: behaviors and institu- 
tions, 28e-30; cultural assumptions, 
28e, 43-45; culture as, 27—28e; values, 
beliefs, norms, and knowledge struc- 
tures, 28e, 30-43 

Illinois Power (U.S.), 239 

In-groups, 242-243 

Incentives, 237-238 

Independence concept, 12-13 

Indian culture: assumptions of, 44e-45e; 
greeting protocols of, 28 

Indirect confrontation: advise for choos- 
ing, 142; concern for face as underly- 
ing, 140-141; cultural preferences for 
direct versus, 139-144; dispute resolu- 
tion classifications by use of, 143e 


Indirect information strategies: Cartoon 
Strategy Study on, 83e-84e, 89-99; of- 
fers as, 15-16, 41, 83e-84e, 89-99 

Individual gains: Cartoon Outcome Study 
on culture and, 68e, 70-71e; Cartoon 
Strategy Study on culture and, 107— 
108e, 109-110 

Individualist cultures: described, 32-34; 
face as unimportant in, 140-141; 
salient social identity and, 241-242 

Indonesian Bank Restructuring Agency, 
270 

Information consolidation, 11le 

Information gathering: cultural barriers to, 
196-197; in culturally informed stage 
model of negotiation, 111e; direct, 
10-11, 41, 83e, 86e, 87-89; indirect, 
83e-84e, 89-99; language barriers to, 
193-195; meaningful participation 
for, 192-193; psychological barriers 
to, 199-200; structural barriers to, 
197-199. See also Offers 

Institutions: cultural patterns of, 28e-30; 
ideologies of, 29 

Integrative deals/agreements: described, 3; 
for resolving disputes, 121, 123e 

Integrative strategy: capturing net value 
through, 99-107; Cartoon Outcome 
Study on, 59-66, 68e-71e; Cartoon 
Strategy Study of, 83e-84e, 86-99; for 
collaborative decision making in mul- 
ticultural teams, 200-207; described, 
3; direct information, 83e; indirect in- 
formation, 83e-84e; social motivation 
and selection of, 22-23. See also Deals; 
Negotiation strategies 

Interaction norms, 210-212, 231 

Interests: advice for analyzing, 120-121; 
bureaucracy, 261; Cartoon coding of, 
83e; changing focus from rights or 
power to, 152-153; conflict over per- 
ceived opposite, 115; definition of, 9, 
10; dispute resolution and role of, 
117e-121; dispute resolution classifica- 
tions by use of, 143e; embedded be- 
tween offers, 41; foreign investment 
and government, 246-252; negotiated 
in social dilemmas, 243-244; priorities 
of, 10-11; self-interests and collective, 
118-120 

Interests-based approaches: reframing the 
situation, 240; shifting social identity 


from self to collective, 240-241; to so- 
cial dilemmas, 239-243; when to use 
in dispute resolution, 145 

International Finance Corporation, 26 

International Monetary Fund (IMF), 246, 
256, 269 

International Whaling Commission, 222, 
233 

Interpersonal conflict: constructive ways 
to confront dysfunctional, 213-214; in 
multicultural teams, 116, 183-185; 
preventing unnecessary, 207-213 

Interpersonal conflict prevention: interac- 
tion norms for, 210-212, 231; respect, 
tolerance, and creativity for, 208-209; 
task clarity for, 208; teambuilding for, 
212-213; trust for, 209-210 

Israeli culture, 33 

Issues: Cartoon Outcome Study on adding 
compatible, 67e; definition of, 9; infor- 
mation embedded in offers of multi-, 
91e-93; information embedded in of- 
fers of single-, 90e, 91; recommenda- 
tions on handling, 9-10; structured for 
integrative negotiation, 201-202 


J 

Janssens, M., 183, 185, 213 

Japanese culture: assumptions, 44e-45e; 
“blaming and shaming” tactic of, 133e; 
cross-cultural data on negotiation and, 
70-71e; greeting protocols of, 28; indi- 
rect communication norm of, 39-41; 
indirect information/offer strategy and, 
89-93; predicting negotiation out- 
comes based on, 42—43; salient social 
identity and, 242; Summer Interns 
Study dispute and, 119-120, 124-128e, 
132-137; threats and powerful people 
allusions used in, 135e, 234e-235. See 
also High-context cultures 

J.C. Penny, 274 

Jeanne-Claude, 55-56 

Joint gains: Cartoon Outcome Study on, 
70-71e; Cartoon Strategy Study on cul- 
ture and, 88-89, 107—108e, 109-110; 


from reciprocal questioning, 88-89 


K 
Kellogg School of Management, 70 
Kern, M., 35, 40, 178, 281 
Khodorkovsky, M., 254 


INDEX 341 


Kidnapped employees, 271-274 
Knowledge structure: bicultural, 281; cul- 
tural, 28e, 42-43; definition of, 42 

Korean culture: perceptions of powerful 
people in, 234e-235; salient social 

identity and, 242 

Kouwenhoven, G. van, 254-255, 258 

Krishna, S., 26 

Kyoto Protocol, 229-231, 236, 239 


L 
Labor working conditions, 274-276 


Lafarge-Chinese negotiations: background 
information on, 25—26; cultural im- 
pact on, 46-47, 48-50; negotiation in- 
terests of, 46; negotiation outcome for, 
26-27, 30; Negotiation Planning Doc- 
ument for, 49e; strategic gaffe during, 
26 

Language barriers, 193-195 

Latin American culture, 178-179 

Legal pluralism issues, 259-260 

Legal regulations: advice on using, 239; 
caps, goals, and incentives through, 
237-238; privatization of commons, 
237; tradable permits, 238-239 

Legal risks: foreign investment and, 
259-260; hedging against, 260 

Lenovo (China), 245 

Libya, 247 

Long-term gains: link between net value 
deals and, 56—57; realization of antici- 
pated, 56 

Low-context cultures: described, 39-41; 
hidden powers of reciprocal offer 
strategies problem for, 93-96; individ- 
ual and joint gain for, 107-108e, 109; 
posturing strategy in, 100-104; prefer- 
ences for direct confrontation by, 
139-144; reciprocal offers over time 
and, 91e-93, 92e; reciprocal question- 
ing and, 86e, 87-88; strategies for ne- 
gotiators, 109. See also Cultures; U.S. 
culture 

Lucent-Alcatel merger (2006), 57, 175, 
182-183 

Lumping it, 139 


M 


Maharashtra, 253-254 
Majority decision rule, 204 
Mao, Chairman, 128 


342 INDEX 


Mara, 37 

Matthews, M., 245 

McDonald’s, 229, 230 

Mediation: described, 143; how it works, 
162e; successful dispute resolution 
using, 160-161 

Mediators: finding a, 163-164; how they 
reach settlements, 161, 163 

Mendoza, F, 228 

Micro-level strategy: culture incorporated 
in, 50-51; definition of, 50 

Mitsubishi Electric-Fusion UV Systems 
dispute, 141-142, 150, 156 

Mittal, L., 20, 21, 75-76 

Mittal (Rotterdam), 20, 21, 30 

Mixed culture: individual and joint gain 
for, 107—-108e, 110; reciprocal ques- 
tioning over time, 86e, 87-88 

Mixed culture negotiation: ongoing chal- 
lenge of, 112; strategies during, 110 

Mobil, 245, 251 

Mordashov, A., 30 

Motivation (multicultural teams), 
215-216 

Motorola, 248 

Multi-issue offers: comparing high- and 
low-context cultures and, 90-93; in- 
formation embedded in series of, 91e- 
92; multicultural team integrative 
negotiation for, 202-204 

Multicultural teams: BATNAs of, 205-206; 
characteristics of effective, 214-217; 
environments and management of, 
216-217; interaction norms estab- 
lished by, 210-212, 231; interpersonal 
conflict in, 116, 183-185, 207-214; 
issue of face in, 183; motivation of, 
215-216; negotiating high-quality de- 
cision/managing conflict in, 185-214; 
procedural conflict in, 116, 178-183, 
186-191; requirements for effective, 
217-218; skills needed by, 214-215; 
task conflict in, 116, 177-178, 191— 
214; U.N. peacekeeping task force 
example of, 5-6 

Multiparty negotiation/team decision 
making, 5-6 

Mutuality, 83e 
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NAFTA (North American Free Trade 
Agreement), 198 


Nakamura Shuji, 115, 121, 123, 131-132, 
150 
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Nazarbayev, President, 251 

Negative publicity strategy, 141-142 

Negotiating social dilemmas: interest-based 
approaches to, 239-243; power-based 
approaches to, 228-231; rights-based 
approaches to, 231-239 

Negotiation: using cultural values to pre- 
dict outcomes of, 42-43; culturally 
informed stage mode of, 110-112; 
definition of, 1; with hostage takers, 
272-274; net value outcomes of, 7-8; 
strategic choices in, 19-23; unlikely 
development of standardized global, 
280-282; venues for, 2—7. See also 
Deals 

Negotiation Planning Document: adapted 
for dispute resolution, 121; described, 
16; as guide through negotiation stages, 
75; how to use the, 16, 18; for Lafarge 
negotiations, 49e; overcoming lan- 
guage barriers using, 194; planning 
negotiation to include culture, 47-48; 
sample, 17e 

Negotiation process: Cartoon Outcome 
Study on, 54, 57-75; Cartoon Strategy 
Study on, 81-112; complex relation- 
ship of culture and, 51-52; impact 
of cultural issues on, 25-51; moving 
through normal stages of, 75—77; using 
stages to judge progress, 110-112; 
Summer Interns Study on, 119-120, 
124-127e, 132-137 

Negotiation strategies: building blocks 
of, 8-16; Cartoon Outcome Study on, 
54, 57-75; Cartoon Strategy Study on, 
81-112; complex relationship of cul- 
ture and, 51-52; incorporating culture 
into, 48-51; interest-based approaches 
to social dilemma, 239-243; micro- 
level, 50-51; power-based approaches 
to social dilemma, 228-231; rights- 
based approaches to social dilemmas, 
231-239; Summer Interns Study on, 
119-120, 124-127e, 132-137. See 
also Distributive strategy; Integrative 
strategy 

Negotiation strategy building blocks: 
BATNA and reservation price, 13-14; 
BATNA (Best Alternative To a Nego- 


tiated Agreement), 11—13; issues, 9-10; 
parties, 8-9; positions, interests, and 
priorities, 10-11; targets, BATNAs, and 
opening offers, 14-16 

Negotiation venues: conflict management 
and dispute resolution, 4-5; deals, 2-3; 
multiparty negotiation and team deci- 
sion making, 5-6; social dilemmas, 
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Negotiators: arbitration by, 156-160; be- 
coming an effective global, 282-286; 
characteristics of excellent global, 
286-287; goals and objectives of, 7-8; 
interdependent nature of, 1; mediation 
by, 143, 160-164; social 
motivation/motives of, 22-23 

Net values: Cartoon Outcome Study on, 
62-66, 67e; integrative agreement to 
capture, 99-107; joint gains for both 
parties, 54-55; long-term gains and, 
56-57 
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150 

Nike, 274-275, 276 

Nokia, 248 

Norms: cultural, 28e, 39-41; definition 
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Offers: Cartoon Strategy Study of, 83e- 
84e; equivalent proposals, 96e-97; in- 
direct information through, 89-98; 
information embedded in series of sin- 
gle-issue, 90e, 91; interests embedded 
between, 41; multicultural team inte- 
grative negotiation for multi-issue, 
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240-241 
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overview of, 8-9; recategorization of, 
241; transformative mediation to 
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Persuasion: advice for using, 106-107; 
BATNA references during, 104, 106— 
107; Cartoon Strategy Study on, 85e, 
104-107; in culturally informed stage 
model of negotiation, 111e; described, 
104-105; rational, 85e; structural se- 
quences over time, 105e-106 

Petit, Mme., 3, 10, 11, 59 

Political instability: foreign investor risk 
of, 253-254; hedging against, 254-255 
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Posturing: advice for using, 103-104; 
affective, 84e-85e; Cartoon Strategy 
Study on, 84e-85e, 100-104; in cultur- 
ally informed stage model of negotia- 
tion, 111e; described, 100-101; gains 
through, 103; reciprocal posturing over 
time, 101e-102; structural sequences 
over time, 102e-103 

Power: advice for using, 137; BATNA as 
source of, 11-13, 130-132; changing 
focus to interests from, 152-153; cul- 
tural differences in use of, 132-135e; 
dispute resolution and role of, 117e, 
130-137; dispute resolution classifica- 
tions by use of, 143e; status as source 
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Summer Interns Study use of, 132-137; 
understanding bureaucratic, 261-262; 
used to win and lose, 136-137 

Power-based approaches: to negotiating 
social dilemmas, 228-231; when to 
use in dispute resolution, 146-152 

Powerful people: cultural differences in 
perceptions of, 234e-235; tactic of, 
133e, 134, 135e 

Price fixing, 223-225 

Priorities: Cartoon coding of, 83e; defini- 
tion of, 10-11; embedded between of- 
fers, 41 

Prisoner’s dilemmas, 220-222 

Problem solving procedural conflict, 
181-183 

Procedural conflict: definition of, 116, 
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communication, 180-181; regarding 
deference to hierarchy, 179-180; re- 
garding problem solving, 181-183; 
regarding reasonable work day, 
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Procedural conflict resolution: fusion col- 
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resolution and role of, 117e, 122-130; 
dispute resolution classifications by use 
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dispute resolution using, 126, 128-130; 
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Security issue: as government interest, 
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222-226; cooperative, 226-227; de- 
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dilemmas, 220-222; negotiating inter- 
ests in, 243-244; using negotiation 
skills to manage, 227-243; Patagonian 
toothfish issue as, 219, 226; “tragedy of 
the commons” issue of, 220; types of, 
222-227 
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approaches to, 239-243; power-based 
approaches to, 228-231; rights-based 
approaches to, 231-239 
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salient, 241-242; ethnocentrism re- 
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emergent local, 235-236; equity and 
equality, 233-235; reciprocity, 233; to 
regulate behavior in social dilemmas, 
236-237 
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134, 135e, 234e-235; as source of 
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Soviet Union, 259 
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rules in the, 127e; use of power in, 132— 
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the, 126e; reliance on precedent in the, 
128e; using rights in different cultures 
in, 124-126; statements about fairness 
and norms in, 127e 
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Taking dilemmas, 226-227 
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Target (U.S. store), 274, 275 

Targets: advice for setting, 15; in context 
of BATNA, 14-15; definition of, 
14-15; used during opening offer, 
15-16 
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Task conflict: multicultural team, 116, 177— 
178; negotiation to resolve, 191-214 
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to resolve disputes, 160-164; conflict 
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dispute roles of, 164-173; effective dis- 
pute resolution in context of, 173; 
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role by, 156-160; dispute resolution 
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264-265, 267e 
USS. Food and Drug Administration, 
177-178 


e 


G 


Vv 


Values: claim, 2; cultural, 28e, 30, 32-37; 
definition of, 32 


W 
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How to Use the CD-ROM 


System Requirements 


PC with Microsoft Windows 98SE or later 
Mac with Apple OS version 8.6 or later 


Using the CD with Windows 
To view the items located on the CD, follow these steps: 


1. Insert the CD into your computer’s CD-ROM drive. 
2. A window appears with the following options: 


Contents: Allows you to view the files included on the 


CD-ROM. 


Software: Allows you to install useful software from the 


CD-ROM. 
Author: Displays a page with information about the author(s). 


Contact Us: Displays a page with information on contacting 
the publisher or author. 


Help: Displays a page with information on using the CD. 


Exit: Closes the interface window. 


If you do not have autorun enabled, or if the autorun window does 
not appear, follow these steps to access the CD: 


1. Click Start — Run. 
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2. In the dialog box that appears, type d:\start.exe, where d is 
the letter of your CD-ROM drive. This brings up the autorun 
window described in the preceding set of steps. 

3. Choose the desired option from the menu. (See Step 2 in the 
preceding list for a description of these options.) 


In Case of Trouble 


If you experience difficulty using the CD-ROM, please follow 
these steps: 


1. Make sure your hardware and systems configurations conform 
to the systems requirements noted under “System Require- 
ments” above. 

2. Review the installation procedure for your type of hardware 
and operating system. It is possible to reinstall the software if 
necessary. 


To speak with someone in Product Technical Support, call 
800-762-2974 or 317-572-3994 Monday through Friday from 
8:30 a.m. to 5:00 p.m. EST. You can also contact Product Tech- 
nical Support and get support information through our website 
at www.wiley.com/techsupport. 


Before calling or writing, please have the following information 
available: 


e Type of computer and operating system. 
e Any error messages displayed. 


¢ Complete description of the problem. 


It is best if you are sitting at your computer when making the call. 


